& cops 
ayes 
\ 


mn 


15385 es 
Vol. it 


ee ine | aug 


es f ‘ ~ 5 
IDISCARDE 


AN AMBASSADOR OF PEACE 


Photo Vandyk 


LORD D’ABERNON 


[Frontispiece 


AN AMBASSADOR OF PEACE 


LORD D’ABERNON’S DIARY 


N 
VOLT 


THE YEARS OF CRISIS 
JUNE 1922—DECEMBER 1923 


WITH HISTORICAL NOTES BY 


MAURICE ALFRED GEROTHWOHL 
Litt.D. (DuBLrn) 


HODDER AND STOUGHTON 


LIMITED LONDON 
MCMXXIX 


The following will be published subsequently : 


Vou. III 
THE YEARS OF RECOVERY 


Made and Printed in Great Britain by 
Hazell, Watson & Viney, Ltd., London and Aylesbury. 


CON LEN TS 


INTRODUCTION 


Tue advance into the Ruhr—French aims—English doubts—German 
resignation—Failure to obtain reparation—Passive resistance—Its  far- 
reaching effect—Extreme crisis—The beginning of recovery—Contrast 
between periods covered by Vol. I and Vol. Il—Divergencies between 
London and Paris—Final triumph of policy of conciliation - pp. I-10 


ME FRENCH: CHARACTER (8) 00 0 2-2 > Sppr eae 


PERSONAL APPRECIATIONS 


Poincaré — Asquith — Winston Churchill — Wirth — Maltzan — Von 
Seeckt—Stinnes . : : : : : ; : . pp. 21-44 


DEA REY 


CHAPTER I 
JUNE—JULY 1922 


Protoncation of my Mission—Conversation with the Prime Minister— 
Germany and the League—Rathenau and Stinnes at the American Embassy 
—Rathenau assassinated—The reaction in Berlin—An American observer 
on the League—A Czecho-Slovak view—Wirth’s courage—The Chancellor 
on the League—German finance—Weariness of Control Commission 


Pp. 45-62 


CHAPTER II 
JULY—AUGUST 1922 


TcnircHerin in Berlin—Northcliffe’s visit to Cologne—Chancellor Wirth’s 
letter to Lord D’Abernon on Germany and the League—Important com- 
munication from a colleague—Poincaré’s threatening Note to Berlin— 
Chancellor and Control Commission—The Balfour Note—Poincaré’s 
“ Retortion ” measures in Alsace—His views on German industry—The 
German as a negotiator 


Financial situation critical . - Pp. 63-79 
Vv 


UNITED COLLEGE LIBRARY 
Faculty of Arts 
ACCESSION No. Js 3 95 


vi CONTENTS 


CHAPTER III 
AUGUST 1922 


Tue State President of Baden—Tchitcherin again—The Chancellor on the 
mark—-Bradbury on a moratorium for Germany--Bradbury on “ Gages 
Productifs”»—Dr. Seipel visits Berlin—Austria’s collapse—Wirth and the 
French demand for gold deposit—Prospects of the ‘ Anschluss ””—8,g00 
marks for £1—Bradbury’s compromise rejected by Berlin + pp. 80-97 


CHAPTER IV 
AUGUST—OCTOBER 1922 


Beruin as the Gate to the East—British trade with Russia—An Austrian 
statesman on Central Europe—The Afghan Mission in Berlin—Quarrel 
between Wirth and Stinnes—Turkey : a 1914 retrospect—L. G.’s resiliency 
in a crisii—France and Mustapha Kemal—General Weygand on Balkan 
Armies—The Pcincaré-Curzon dispute at Paris Conference—Germans’ 
offer to fight Turks—German expert on Turkey’s aims—Turks and 
Bolsheviks : : d : : : : : - pp. 98-113 


CHAPTER V 
OCTOBER—NOVEMBER 1922 


CHANCELLOR on German outlook—Stresemann on Ebert—A letter from 
Napoleon—Final repercussions of Rapallo—Impressions from Moscow— 
Luncheon with Foreign Currency Experts—Maltzan on Herriot’s visit to 
Russia—Cold reception of Currency Experts—A talk between Wirth and 
Barthou—How to avoid worry—Currency Experts’ Report on stabilisation 
of the mark . . : : : ° : : . pp. 114-129 


CHAPTER VI 
NOVEMBER—DECEMBER 1922 


CuaNCELLoR on reparations—Turkish views—A new German Ministry— 
Cuno as Chanceilor—Socialist revolt against Wirth Cabinet—Lord D’Abernon 
on future of Russo-German relations—In London again: Bonar Law on 
reparations—Maltzan appointed Secretary of State: a view of his character 
—A Czech on European outlook—New French Ambassador: M. de 
Margerie—Inner story of the fall of the Coalition Government in England— 
The eve of the Paris Conference ‘ 5 : : . pp. 130-148 


CONTENTS Vil 


CHAPTER VII 
JANUARY—FEBRUARY 1923 


Porncaré rejects the German Peace Pact—Eve of the Ruhr—The Ruhr 
invasion—Rosenberg: a courageous Foreign Minister—Italy and the 
Ruhr—First Berlin impressions of Ruhr invasion—The discarded Report 
of Finance Experts—Curzon at Lausanne . ~ - Ppp. 149-166 


CHAPTER VIII 
FEBRUARY 1923 


German disarmament—The Reichswehr—Attitude of Germany towards 
England and U.S.A.—Dinner at a political house—Tchitcherin once more 
in Berlin—Soviet policy and the Ruhr—Maltzan on Russia—Lichnowsky 
on causes of Great War—General Hoffmann: the true story of Tannenberg 

pp. 167-182 


CHAPTER IX 
MARCH—APRIL 1923 


Tue Ruhr and German unity—Loucheur’s visit to England—U.S. Stee 
magnate on European outlook—Rosenberg on same subject—Loucheur’s 
proposals to Bonar Law—Diplomat’s views on the Ruhr—Lord D’Abernon 
on economic results of Ruhr invasion . : ; ‘ - pp. 183-201 


CHAPTER X 
APRIL—MAY 1923 


Lorp Curzon’s speech impresses Germany—Berlin preparing for reparations 
offer—German Government’s exaggerated scrupulosity—Luncheon given by 
Count Kessler—German Note misses the mark—Le Temps attacks Lord 
D’Abernon—Rosenberg seeks to justify German caution—Lord Curzon’s 
new Note—Berlin’s bitter disappointment—A play on Bismarck’s dismissal 
—German diplomacy and its faults. : : 5 . pp. 202-212 


CHAPTER XI 
MAY—AUGUST 1923 


Tur Kaiser’s Memoirs—Vorowsky’s funeral—French occupation of Aniline 
Factory—Maltzan on fears of Russo-Franco-Japanese combination—Cuno 
and Lord Cavan—London: Mr. Baldwin becomes Prime Minister—Lord 
Curzon’s disappointment—Berlin: Rosenberg on danger of the situation 
—Berlin and passive resistance—Poincaré on England’s errors—The 
parliamentary rise of Stresemann : : 5 : . pp. 213-229 


Vill CONTENTS 


CHAPTER XII 
AUGUST 1923 


SrreseMANN as Chancellor—Effect of British Note of August 11—French 
alter tactics in Berlin—Stresemann receives Ambassadors—Lord D’Abernon 
on the Entente—Financial chaos—Hilferding’s speech on the financial 
position—An intimate portrait of Bismarck—The French Yellow Book 
PPp- 230-243 
CHAPTER XIII 
AUGUST—SEPTEMBER 1923 


ImporTANT communication from Schubert—German Government ready 
to accept British scheme of settlement—An estimate of the value of native 
troops—The Chancellor on passive resistance—Poincaré’s obstinacy—The 
Jews and international policy—Poincaré’s bid for a Japanese Alliance—A 
German publicist on English Ministers : : : . Pp. 244-257 


CHAPTER XIV 
SEPTEMBER—NOVEMBER 1923 


A DINNER at Stresemann’s—Poincaré’s prestige—Great Britain and the Ruhr 
—A Reichswehr quarrel—Crown Prince’s return sanctioned by German 
Government—Some Biilow epigrams—Stresemann on the Crown Prince— 
The Bavarian bombshell—Ludendorff-Hitler revolt—Paris demands sur- 
render of Crown Prince—Stresemann and General von Seeckt . pp. 258-272 


CHAPTER XV 
NOVEMBER—DECEMBER 1923 


Wuy Stresemann’s Government fell—Political confusion in Germany— 
Lord Curzon’s threat to withdraw British Member of Ambassadors’ Con- 
ference—Three German Chancellors—Stresemann on Ebert—Rumours of 
suggested German-Italian Alliance—Mark stabilisation at last—British 
Premiers and Paris visits—When did L. G. realise change in French policy ? 
—Stresemann’s difficulty in finding rest—Personal relations with Strese- 
mann—Can Germany be trusted ?—Future relations between England and 
Germany—British policy and Continental Europe—English influence and 
French influence in Central Europe—British prestige and how to preserve 
it—The year of crisis: gravity of dangers in 1923 : . Pp. 273-290 


APPENDIX: GERMAN CURRENCY . ' , . Pp. 291-327 
INDEX TO VOLUME II , ; ; : é - pp. 328-336 


INTRODUCTION TO VOLUME It 


The advance into the Ruhr—French aims—English doubts—German 
resignation—Failure to obtain reparation—Passive resistance—Its 
far-reaching effect—Extreme crisis—The beginning of recovery— 
Contrast between periods covered by Vol. I and Vol. 1I—Divergencies 
between London and Paris—Final triumph of policy of conciliation. 


HIs volume centres on the occupation of the Ruhr 

by French troops—the events immediately pre- 

ceding that occupation and leading up to it—the 
consequences of that occupation—and the results, good 
and bad, which proceeded from it, notably the dramatic 
collapse of German finance. 
Tue advance into the Ruhr was a political event of first- 
rate importance. It had been foreseen as an eventuality 
for several years—statesmen of pacific bent had exercised 
their utmost ingenuity to ward it off ; men of more 
ageressive mind desired it; the despondent deemed it 
inevitable. 
In England it was considered a dangerous adventure 
unlikely to help a solution of the reparation problem, 
certain to embitter relations between France and Germany, 
and to postpone pacification. 
In France it was regarded in different ways—by some as 
an act of legitimate punishment to Germany for her failure 
to pay reparation ; by others, again, as the best means of 
getting reparation paid ; bya third section, who distrusted 
any approach to conciliation and believed in force alone, as a 
gambit which might lead to important advantages both 
in the military and economic spheres. Some of the 
leading French military advisers had long held that the 
only safe frontier for France is the Rhine. This might 
give it. Influential industrialists of France were not 
satisfied that in the case of a prolonged war France would 
dispose of adequate supplies of coke and steel, particularly 
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if England were not in alliance, or if the English were not 
in a position to safeguard maritime commerce. The 
possession of the Ruhr would remove this cause of appre- 
hension. 

Germany feared the threatened advance, but did little to 
avoid it. It cannot be said that the menace really 
stimulated reparation payments to any marked extent. 
German authorities were in the main fatalistic, saying, 
‘France is militarily supreme, the ruling clique in France 
is bent on occupation. Therefore it will take place. 
Why make sacrifices in a vain endeavour to avoid the 
inevitable?” 

Turse being the views held by the principal parties, it 
was easy to foretell the result. The most extreme view 
prevailed, not because it was the wisest, but because it 
was held the most narrowly. French and Belgian troops 
occupied the Ruhr on January 11, 1923. 

Wuat happened later is related in detail in the biographical 
sketch of Poincaré contained in this volume. Suffice it 
to say here that the advance failed to produce reparation. 
Thatwas the first, perhaps the most important, consequence. 
In the second stage, it failed to secure for France the 
expected military and economic advantages. Why failure 
resulted on both counts will be shown in later pages. 
The causes were diverse. 

ReEpARATION did not result, because mine-owners and miners 
refused to work under French bayonets, and their passive 
resistance was supported and subventioned by the German 
Government. The larger military and economic advan- 
tages to France did not accrue mainly because of the 
hostility of the English and American public, who viewed 
the adventure with suspicion and disapproval, and who 
refused either to be associated with it, or to assist it in- 
directly with finance. 

Tue result of the occupation in Germany was to embitter 
feeling and to expedite financial collapse. It brought 
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about in seven months a catastrophic crisis, which might 
have been deferred much longer, might even possibly 
have been avoided. It is true that in January 1923 the 
German Government was already bankrupt, that it had 
long ceased to live on anything but the printing press and 
a forced note issue. But Governments in this predicament 
are those that hesitate the least about assuming additional 
burdens. A solvent Government would have counted the 
cost, and bargained. Berlin saw nothing and considered 
nothing but the national honour. German territory had 
been invaded on a pretext, national rights had been 
trampled on, there was only one course possible—resistance 
to the uttermost. That resistance involved a grave 
increase of inflation did not affect a Government 
already so far on the road to financial collapse. But it 
accelerated the pace, and aggravated the catastrophe. 

Ir is sometimes contended, even in Germany, that the 
German Government was wrong to assist passive resistance 
and it is suggested that the course of wisdom was to submit. 
Those who hold this view cannot have considered the loss 
of status which would have been entailed. So great a 
diminutio capitis could hardly have been suffered by a 
proud nation without revolution or grave internal dis- 
turbance. Moreover, to suppose that the occupation, 
once successfully established in the Ruhr, would have been 
withdrawn before the total liquidation of all reparation 
claims is to ignore the arguments employed to-day to 
justify a prolonged occupation of the Rhineland. 

Happity for Europe, these problems in their final and most 
acute form did not present themselves. A grave climax 
came in the autumn of 1923. Since January the German 
Government had subventioned passive resistance very 
lavishly. It had effectually parried the French thrust in 
the initial stage. The Ruhr occupation had failed, but 
the financial position of the debtor was injured to such 
an extent that not only was there no immediate cash, 
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but, until a general settlement had been concluded, no 
hope of reparation in the future. 

Tue financial position of the Reich at the end of 1923 
justified the blackest pessimism. Already in January 1923, 
when the Ruhr occupation commenced, the mark had 
fallen heavily, but a sovereign could be bought for 80,000 
marks. By October of the same year one had to pay 
I12,000,000,000 marks for a _ sovereign. A large 
basket was required to carry the requisite amount of 
paper to pay for even moderate purchases. The Reich 
had no resources but paper-money, and paper-money was 
worth nothing. And so, perforce, the subvention ceased 
and support of passive resistance was abandoned. Apart 
from having no funds to pay with, the German Govern- 
ment insisted that until the Ruhr was evacuated no 
general settlement could be considered. 

MeanTIME, a system had been devised for working the 
mines and factories of the Ruhr under French control. 
The proprietors and miners had submitted surlily, unwill- 
ingly. The financial results were, however, moderate, 
and the Anglo-Saxon world was not reassured. 

Finatty it became clear to all that an indispensable 
condition of reparation payments could be found only in 
a stable financial system for the Reich. Could this be 
achieved ? ‘The Reich was so bankrupt that even if the 
sword was withdrawn from the wound—if the French left 
the Ruhr—it was doubtful if the patient could recover. 
Could the finances of the Reich be restored and the debtor 
be made solvent ? 

THESE questions were being anxiously and pessimistically 
debated when the unexpected occurred. Help came 
from the quarter least anticipated. When the out- 
look was gloomiest, when there appeared no hope of 
avoiding a complete collapse of the whole financial fabric, 
the man who from the beginning of the war had given 
the worst advice, who had financed the war recklessly 
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without taxation, relying on an indemnity from a beaten 
enemy, the man who since the end of the war had been 
hostile to every reasonable proposal, this man came forward 
with a new basis for currency which restored confidence 
and made recovery possible. It was immaterial that the 
scheme was unsound, or so considered by financial experts, 
that the new currency rested on unrealisable guarantees, 
that there was in the proposal more froth than good liquor. 
For some mysterious reason the public believed. Currency 
issues would at last be limited and controlled, they would 
be based on rye, confidence would return, a final catastrophe 
would be avoided. 

In three short months confidence did in fact return. 
Helfferich had worked a miracle ; he lived just long enough 
to witness the beginning of his own success : a month 
later he was killed in a railway accident. ‘The panacea 
survived its author. A new basis had been discovered. 
In modified form it has been maintained ever since. 
Wuite this marvellous recovery was being accomplished 
the French were still in the Ruhr. So long as Germany 
was deprived of her richest province there could be no 
durable solution—Poincaré was still in power, obstinately 
resolute on the old legal lines. But the voters in France 
were tired of the policy of hatred and distrust, they saw 
the franc falling, the financial result obtained from the 
Ruhr was meagre, they realised that the world was irritated 
by the controversy, and alarmed at its possible repercussion. 
In June 1924 Poincaré fell. 

Awp the United States intervened. Already in December 
1923 Washington had urged the appointment of technical 
committees to establish the facts and devise a solution. 
A few months later the United States sent two leading 
citizens to assist the Committees Poincaré had reluctantly 
agreed to, which were set up by the Reparation Commission, 
in reality replacing it. ‘The presence of these representa- 
tives of another continent aided powerfully in finding a 
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solution. Much was done by counsel and advice ; new 
ideas were contributed ; the controversy was heaved 
out of old ruts; American co-operation was, above all, 
precious because it represented the financial resources of 
the New York market. What Dawes and Owen Young 
advised would be accepted by Wall Street—if funds were 
required they would be forthcoming. That lent a solidity 
to their recommendations which Europe alone was in- 
capable of imparting. 

As above stated, Poincaré fell in June. ‘Tension was 
relaxed. He had not fallen many months before an 
adequate temporary settlement was arrived at. A loan 
was issued with success—payments of reparation began 
to be made with regularity and have continued ever since. 
Tue settlement agreed to was not dissimilar from that 
advocated four years before by the Brussels experts, the 
main differences being that loan facilities were offered to 
Germany, and that the total amount of German indebted- 
ness was not fixed. This time the Supreme-Council did 
not impose a premature finality ; they endorsed the 
experts’ moderation in not attempting a complete solution. 
Their wisdom has been proved by the fact that the Dawes 
plan has worked smoothly for more than four years, and 
has given Europe time to get her breath. 

Tue above in brief summary is the history of 1922 and 
1923, the period covered by the present volume. A 
distinguished critic has said that the years 1920 to 1926 
should be divided, for Germany, into three stages emblem- 
atic of Life, of Death, and of Resurrection. The terms 
are, however, exaggerated—the colours and lines too sharp. 
It would be more correct to characterise the periods as . 
typical of Illness, of Crisis, and of Convalescence—for 
the first period was struggling and precarious—the second, 
though near it, did not end in death—while the third has 
none of the attributes of eternity, being indeed essentially 
transitional. 
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In what is written above I have directed attention mainly 
to events in Germany and their influence on internal 
political and financial conditions there. I now turn to 
the reaction of these events on relations between London 
and Paris. 

A BrRoaD distinction may be drawn between the periods 
covered by Volume I and Volume II of this work. 

In the earlier years 1920 to 1922 the quest for reparation 
payments and the settlement of the reparation problem 
was pursued by England and France on parallel lines. 
Our demands were less formidable than those of our Ally ; 
our disposition to resort to forcible measures of compulsion 
was notably less. But there was substantial identity of 
aim and method. 

In the later period—the end of 1922 and the whole of 
1923—the divergencies between London and Paris were 
so grave that the Entente became more theory than fact. 
France decided to resort to quasi-independent methods 
of her own, combined action on sufficiently drastic lines 
not being obtainable ; while England, though loyal to the 
Entente, refused to endorse measures she considered not 
only sterile but fatal to all hope of permanent pacification. 
On January 13, 1922, Briand being distrusted by the 
Chamber as too mild and lenient a creditor, Poincaré 
became Prime Minister and it was not long before an acute 
difference of opinion was apparent between him and 
Lloyd George. The first meeting at Boulogne, May 1922, 
was not marked by cordiality. Genoa accentuated 
differences. Poincaré brought the Conference to nought. 
Later in the summer, the absence of any spirit of co- 
operation became conspicuous in Turkey, French troops 
being withdrawn from the Dardanelles and leaving the 
English to hold the line on the Asiatic shore alone. 

In October 1922 Lloyd George fell, and was succeeded by 
Bonar Law. This might have been expected to produce, 
and did indeed produce, some relaxation of personal 
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divergence. But it failed to restore concord or any real 
identity of policy. At the end of 1922 and in the early 
days of 1923 conferences took place between Bonar Law 
and Poincaré both in London and Paris, but a common 
basis of action could not be agreed upon. Poincaré was 
obstinately determined to occupy the Ruhr. Bonar Law, 
while willing to apply pressure to obtain payment by 
Germany, was hostile to the proposed occupation, and 
declined to participate in it. 

THROUGHOUT 1923 divergence of view between London 
and Paris created a most difficult situation. French 
opinion in 1923 believed only in military force, in the 
occupation of strategic points, in weakening Germany 
militarily and economically, in lopping off this or that. 
The French were for surgical intervention. England 
believed in the curative methods of pathology, and was 
sceptical of any real peace on the basis of amputation. 

Ir was true that Bonar Law was less acutely hostile to 
the French programme than Lloyd George had been. 
But Curzon was still at the Foreign Office, and would 
neither countenance Poincaré’s schemes for the Ruhr, 
nor connive in any way with the proposal to create 
a Rhineland Republic, separate from Prussia. The 
firmness of his attitude on this question was indeed fatal 
to the conspiracy of the separatists. But it did nothing 
to restore cordiality. 

Tue essential fact to be borne in mind in the study of 1923 
is that this year witnessed the culminating point of the 
conflict between the policy of force and the policy of 
pacification. 

Tue first volume of these memoirs was concerned mainly - 
with debate and discussion. In Volume II deeds replace 
words, drastic action is not merely threatened but ruthlessly 
enforced. The menace of overpowering catastrophe 
darkens the horizon and imparts tragic significance to 
events, It was a time of decisive importance in the history 
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of Europe: the years of war were hardly more charged 
with fate. In 1923 the condition was indeed one of 
virtual warfare. On the side of France, a resolute will, 
a clear policy, and overpowering military strength. On 
the side of Germany, a courage born of despair, a certain 
sense of injustice, and a hope that,the world would not 
endorse action which many deemed spoliation. 

In the end, after a desperate struggle, world opinion, slow, 
vague, hesitating, prevailed against military strength. 
But the issue was long in doubt. Had the French attempt 
to advance the frontier to the Rhine, or alternatively to 
occupy the Ruhr in a semi-permanent manner, or as a 
third alternative to create an independent Rhineland, 
been successful, it would not merely have been a question 
of the economic destruction of Germany, but of a profound 
alteration in the map of Europe. No reconciliation, no 
appeasement of hostility between Germany and France 
would then have been possible. There would have been 
no Dawes Settlement ; no Treaty of Locarno. Geneva 
would have seen no German delegates. 

WE may fairly claim for England that both in the months 
of sterile discussion in 1920-22 and through the more 
dramatic period of virtual war in 1923 our statesmen never 
wavered in their allegiance to the Peace ideal ; they never 
ceased to believe in the fundamental and overpowering 
necessity of re-establishing normal relations with Germany. 
They have been accused of inadequate clearness of speech, 
of insufficient vigour in action—they cannot be criticised 
for want of faithful adherence to the principle of Pacifica- 
tion. Should any reply be required to those who criticise 
their deliberate caution it may justly be claimed that the 
policy followed, if unheroic, was in the end successful, 
that it brought about the indispensable appeasement. Bya 
less prudent policy this result might not have been reached. 
THROUGHOUT 1923 acute divergence was the main 
characteristic of relations between London and Paris. 
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Poincaré clung on in the Ruhr and persisted in the Rhine- 
land regardless of England’s abstention, in direct con- 
tradiction to the views of London. Curzon’s notes of 
protest were incontrovertible and eloquent, but they were 
unheeded. France was resolved to obtain security for 
herself ; the Entente—she deemed—had proved a broken 
reed. French troops remained in the Ruhr and practically 
cut it off from the rest of Germany. French agents 
openly favoured separation in the Rhineland. Through- 
out the period with which this volume is concerned there 
was no real Entente. Paris was determined to seize and 
to hold productive pledges. London was no less firm in 
refusing to countenance any scheme which involved the 
break-up of Germany. 

Durine 1922 and 1923 our policy gained little or no 
acceptance. It was not till the summer of 1924 that a 
fundamental change took place. The Dawes Settlement 
in 1924, the Locarno Pact of 1925, effected a transfor- 
mation. Since these international agreements have been 
in force even France no longer demands a surgical opera- 
tion ; our curative method had prevailed and has governed 
the policy of the Allies towards Germany from 1925 
to the present day. 

Votume III will show in what way and by what means 
the views of Paris and London were brought into harmony, 
and how Germany became a member of the League of 
Nations. 


To facilitate comprehension of events related in the 
Diary, I have followed the precedent set in Volume I 
and have added biographical appreciations of some 
leading personalities, preceded by a critical study of the 
French character. 

TueseE may help to an understanding of the diplomatic 
position. 


THE FRENCH CHARACTER 


INCE the eleventh century France and England have 

been fighting on the same battle-fields. Mostly as 

enemies, sometimes as Allies ; always to a certain extent 
rivals ; never with much mutual comprehension. No real 
hatred even when enemies—no real comradeship even when 
Allies. Until the Great War each nation enjoyed, without 
malevolence or animosity, an acute sense of the comic side 
of the other. Perhaps some envy, envy rather than hostility, 
and a peculiar reciprocal trust hardly to be explained on 
logical grounds. While England has always considered 
that the occupation of the Low Countries by a great Power 
would constitute a menace to our island security, we view 
without alarm the presence of France on the much nearer 
coast of Calais and Boulogne. On the other side, the French 
have never regarded our naval supremacy as representing 
a danger to their shores or to their commerce. 
Ir is clear that our relations have been, and are, 
special and peculiar. A certain confidence, but no 
intimacy ; some fellow feeling, and a vague consciousness 
that together we stand for the strongest elements of 
European culture and civilisation. 
In certain respects the French mind is superior to that 
of the neighbouring peoples. Clarity, love of order, 
balance, wit, restraint ; in these matters the French excel 
others. Their dislike of hypocrisy, soppiness, sloppiness, 
and cant, their distrust of sentimentality, their finesse and 
irony, save them from much that is wearisome in the life 
and literature of other nations. 
In some respects, let it be admitted that these others have 
the advantage. There must be reciprocity in such 
discussions. 
In the realm of manners the French have been supreme. 
It is to them that Europe owes such refinement and grace 
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as its customs possess, and above all it owes to France the 
establishment of a standard of social behaviour. Who 
can deny that the progress from the sodden orgies of 
prolonged duration which dinners in England and Ger- 
many represented in the eighteenth century is largely 
due to French taste assisted by French cookery? To 
French eyes drunkenness is not the unfailing source of 
humour and amusement that it constitutes on the English 
stage. As a social custom it is not tolerated, as a subject 
of ridicule it is not required. The part we assign to the 
drunkard has long been taken by the mother-in-law and 
the deceived husband : these adequately meet the require- 
ments of French comedy, perhaps more than adequately, 
yet they never appear to weary a Gallic audience. 

One of the most characteristic peculiarities of the French 
mind is the extraordinary amount of diversion derived 
from sexual relationship and conjugal misfortune. These 
themes never seem to weary either in theory or practice. 
The French have a considerable contempt for our views 
on these matters, and probably underrate our capacity for 
deriving satisfaction from them. An extreme instance of 
their misjudgment was heard at Monte Carlo, when a 
professional lady said scornfully to an unresponsive Anglo- 
Saxon : “ Votre luxure 4 vous autres, c’est le viskey.” 
Nor that the French are abnormally immoral ; certainly 
not as immoral as they appear to the casual foreigner, 
but they extract an inordinate amount of amusement from 
immorality. And this notwithstanding the fact that family 
life in France is closer than with us. Families live more 
together, and mutual obligations such as that of son to 
parent, and still more daughter to mother, are so rigorous 
that they would be found intolerable on this side of the 
Channel. 

Turovucuout all relations of life the French live more 
by rule than by instinct. Everything is laid down and 
codified—little or nothing is left to individual judgment 
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and personal feeling. There is a precise standard in all 
matters—to fall below it is to commit a solecism. Habits 
have become law—law which must not be infringed. 
And indeed most Frenchmen have no desire to infringe 
it. The discipline of custom and good manners is willingly 
observed. Many of these observances we should find be- 
yond our indolent, easy-going habit of life. The minute 
formalities about introductions, the strict etiquette of 
visits, the obligation to engage for hours in general con- 
versation, and forego the more intimate delights of ¢ére-a- 
téte, these customs and many others Englishmen would 
find irksome and oppressive. 

THEN, again, the precision of the personal budget would 
cramp our lax good-fellowship. Formal dinners at stated 
intervals—no casual hospitality, no ‘‘come when you 
please ’—such unmethodical extravagance creates con- 
sternation in a well-ordered French breast. The ex- 
penditure of the month, of the year, must be laid down 
in advance and adhered to ; if not, how will December 31 
show a surplus ?—how will it contribute to the fortune 
which will permit retirement from active life at a reasonable 
age, sons and daughters duly provided for? This is the 
key of the whole matter. In his heart every Frenchman 
desires to save, to accumulate so that he may have an old 
age free from care, with no business worry, just enjoyment 
of life, an assured position and conversation. That is the 
inherent peculiarity of the race, call it superiority if you 
will, that they enjoy the fact of being alive apart from 
incident or episode. Life is an art they have mastered— 
and one of their conclusions is that leisure with assured 
means and the dignity of a red ribbon is a legitimate basis 
for content. 

Wiru the English it is different. An average Englishman 
is frankly bored with leisure. He misses having to 
catch the 9.15 a.m. Conversation and introspection are 
not enough for him ; he must have external stimulus and 
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interest. To escape from idleness he reverts to business 

or plunges into recreation as if it were business, 

Ir is clear that the French capacity for enjoying leisure 

may easily lapse into triviality or mere pleasure seeking. 

The division of fortunes in France accentuates the danger. 

Compelled by law to divide his inheritance into approxi- 

mately equal portions—freed from the tradition of primo- 

geniture—the French testator leaves each member of his 

family enough to live upon. This has drawbacks. There 

is no adequate supply of younger sons—first because 

families are small, and secondly because younger sons are 

left a competence, and thereby cease to be younger sons. 

Why then work? Life is there to be enjoyed. 

No one who has seen the numbing effect on enterprise 

which results from too many people having enough to 

live upon, can fail to recognise how great is the national 

advantage of the inequality to which we submit. Not so 

much in the maintenance of great family estates nor in 

the preservation of family tradition. The essential is. 
that younger sons have to work. ‘This necessity and our 

aversion to contemplative leisure have given England 

adventurers and pioneers who have made the Empire. 

Bayonets and organised force may have won it: Res 

angusta domi driving the younger sons abroad, reinforced 

by our spirit of enterprise, our love of adventure, and an 

innate capacity for exercising a tolerant authority, has 

made the Empire great. 

Many observers are impressed by the French addiction 

to the theatre and their interest in all that concerns dramatic 
art, but I doubt if the vogue of the theatre in France 
exceeds that which prevails in Germany. A very remark- 
able trend of the national mind is towards literature. The 
critical faculty of the French is certainly unequalled ; in 
the realm of historical memoirs, of biography, and of all 
that concerns the technical side of literary criticism they 
are supreme, and the love of large sections of the public 
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for literature leads to a dissemination of works of high 
literary value greater than the lending library system 
permits in England. The deep concern of the public 
in literary affairs is indeed comparable with the Germans’ 
passion for music and the Englishman’s love of sport and 
of games. : 

THE exceptional wit of the French is proof against the most 
tragic circumstances. When Charlotte Corday was being 
conveyed to the guillotine, the cart was delayed by a hostile, 
hooting mob. The gaoler said, ‘‘ Le trajet doit vous 
paraitre bien long, citoyenne.’’ She replied, ‘‘ J’arriverai 
toujours 4 temps.” 


Many of us wish for close co-operation with the French. 
It is difficult to obtain on account of the sharp differentiation 
between the mental habits and mental tactics natural to 
each. The French are precise and clear: they have a 
definite scheme for everything, elaborated in advance ; 
trusting little to the inspiration of the moment, they abjure 
last-hour improvisations. 

Wiru us it is otherwise. Our minds work best when it 
is too late or nearly so. To think out a problem is repug- 
nant to our temperament ; to prepare a precise scheme 
to meet an unprecise future does not seem sound business. 
Let circumstances arise, we deal with them; we do not 
imagine them in advance. Apart from the probability 
that we should imagine wrong, the effort is painful. The 
expected may not, probably will not, occur. Why then 
elaborate a plan to meet it? Let us act as may seem best 
in the presence of the real fact. ‘Tis folly to study how 
to play size-ace when you know not whether you shall 
throw itor no. A man must do according to the accidents 
and emergencies.” ? 

Tue French facility for forming an image of events at a 
distance enables them to send much clearer and more 

1 Joun Sexpen’s Table Talk. 
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definite instructions to their agents abroad. And this 
leads to the result that agents at a distance do not act 
enough on their own judgment, relying too implicitly 
upon instructions. 

In our case the wisest administrators send the least impera- 
tive, the least cramping orders and leave full latitude for 
local initiative. The man on the spot is trusted, and he 
is not trusted in vain. Isolate an Englishman from 
superior authority, cut him off from communication with 
anyone to whom he can refer for counsel, and he will do 
well. Tie him to a telephone or a telegraph wire and 
expect the worst. He will report inadequately, he will 
execute without conviction, he will fear to act on his own 
sound initiative. Moreover, he will probably receive quite 
inappropriate instructions. 

Ir is in virtue of principles of independence obscurely 
followed that we won India and our Dominions beyond 
the Seas. By neglecting them, what has been won may be 
lost. Facility of communication may smother peripheral 
initiative. 

Ir our neighbours have suffered in their colonial expansion 
from excessive centralisation, there is another section of 
colonial administration in which they have lately shown 
outstanding breadth and wisdom. I allude to their 
treatment of native races. This is best seen when con- 
trasted with their attitude towards Europeans of Latin 
race—peoples with whom they are generally held to have 
such close affinity. There could be no greater mistake 
than to confound the French with the other so-called 
Latin races. Little similarity with the Italian, the Spanish, 
and the South American—still less with the Mediterranean 
type, the product of the great ports of Naples, Smyrna, 
Alexandria—the Frenchman stands out as_ essentially 
different in his intellectual outlook. 

AN ingenious writer has recently developed the thesis that 
the French come from a different stock to other Latins, 
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and the theory has something in its favour. To certain 
observers it appears that French nature is not strictly 
Latin, in many qualities and characteristics being closer 
to Greece than to Rome, perhaps closer to the Ionic 
civilisation of the fifth and sixth centuries B.c. in Miletus 
and Asia Minor—not Athenian, as is claimed, more remote 
still from Sparta ; essentially not Dorian. The Italians 
and the Spaniards, on the other hand, are certainly closer 
to ancient Rome than to anything Hellenic. 

Turninc to their attitude towards coloured races, the 
critical superciliousness of the French towards other Latins 
is in strong contrast with their attitude towards the darker 
races under their control. This is an unexpected and 
interesting fact in recent French history. They have 
discarded the colour bar, displaying no prejudice against 
black, or brown, or yellow blood. They have had recourse 
to men of other races as elements of military strength to 
an extent unprecedented in European history—to an 
extent, indeed, which alarms some critical observers of 
France conversant with the dangerous influence of mer- 
cenary troops in the later history of Rome and Carthage. 
The modern vogue for the negro began in France, and 
spread thence to the U.S.A., where it met first with 
violent antagonism. At one time the authorities in Paris 
were given a hint that the presence of so many negroes 
in public places was obnoxious to American visitors. 

Tue explanation of the anomaly may be found in the 
feminine bias of the French nature, a bias which pervades 
their whole attitude towards life. Are not women less 
prejudiced than men regarding racial differences—more 
ready to recognise and welcome new talent, no matter 
what the origin? On the other hand, more inclined to 
jealousy of any possible rival—more keen to detect and 
resent competition where a claim to equality can be made. 
Wiru a people so self-centred as the French, it is strange 
to what extent they are unprejudiced, how ready they are 

1I—2, 
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to recognise merit and talent, provided it is found in one 
with whom there is no possible rivalry or competition. 
Acainst this they have a characteristic which has done 
much to diminish French popularity among friendly 
nations, viz. a curious unwillingness to recognise service 
rendered or to express normal feelings of gratitude for 
assistance. You may search the histories of the Great War 
which have been written in France with unrivalled literary 
skill—you will find little mention of the British Army, 
and no adequate recognition of its heroism, its tenacity, 
and its devoted co-operation. Still less will you find due 
acknowledgment of the Russian contribution to the earlier 
years, of their stupendous losses, nor of the severe sacrifices 
endured by Italy when she joined the Allies, and held 
so large a proportion of the enemy’s strength. The best 
friends of France are those who deplore the most this 
singular reluctance. 

ForMERLY, it was held that the French were better comrades 
in fair weather than foul—but the Great Warproved what 
stalwart allies they can be in moments of dire anxiety. 


THE position of France in the realm of art has been 
variously judged. ‘To form a fair estimate, it is essential 
to separate pure art from applied art. In the former the 
French claim to pre-eminence may be disputed. In the latter 
they are supreme, notably in delicate detail, in high finish, 
in refined ornament. Throughout the centuries the poverty 
of mass effects in France has been in constant contrast 
with the perfection of their detailed ornamentation. When 
they attempt the classical and monumental there is an 
apparent conflict between the design and the fundamental 
affinity of the artist. Unexcelled, almost unrivalled as 
they are in representing the light and fanciful, the graces of 
life, the intimate scene, their grandiose becomes pompous. 
In major creations it has been said that they lack the sense 
of the monumental and the genius of majestic design. 
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THERE are few supreme names in French painting—there 
are a multitude of delightful artists. In their own manner 
who can equal Watteau, Chardin, Fragonard ? 

In architecture there is a similar contrast. What is more 
delicate, more ethereal, than a French Gothic cathedral ? 
Inferior undoubtedly in strength and mass to the magnifi- 
cent and sombre splendour of the cathedrals of Spain, 
but a creation of exquisite grace and spirituality. 
Turninc to domestic architecture, is there anything more 
delightful than early Louis XIII and early Louis XV? 
Here is French art unaffected by foreign influence. Later 
on, these periods were spoiled by the importation of foreign 
styles. 

Tue fatal mistake in French art is infidelity to French 
standards and the adoption of methods from foreign 
countries unsuited to the national genius. Failure attends 
the French artist essaying to produce the monumental, 
no less certainly than it attends the foreign craftsman 
endeavouring to compete with the delicacy of French 
detail. 

FRENCH art is at its greatest when inspired solely by in- 
digenous racial ideals. It is marred by foreign intrusion 
—and by the borrowed or imitated exotic. The acute 
critical sense of French artists has not been blind to this 
danger. When Fragonard left Paris for the Academy of 
Rome, Boucher said to him: “ Mon cher Frago, tu vas 
voir en Italie les ouvrages de Michel-Ange, de Raphael 
et de leurs imitateurs. Je te dis comme ami—Si tu prends 
ces gens-la au sérieux, tu es un garcon perdu.” 

Or all arts in which the French excel, the most notable is 
propaganda. They seem to possess all the qualities 
required for success in this important national achievement. 
The first condition is perhaps self-satisfaction ; the second, 
adequate devotion to the task and the expenditure of time 
and money on itsaccomplishment. Whatever the qualities 
required, the French possess them, for they are unrivalled 
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propagandists. Self-satisfaction is so natural with them 
that it ceases to be vulgar. There is no bravado, no 
assumption : merely the recognition of their own obvious 
superiority. In the cult of Narcissus they are past-masters, 
and we have much to learn from them? 

LecitimaTeLy proud of a glorious history and of a refined 
culture, they have little comprehension and less appre- 
ciation of anything outside their own country. What is 
foreign is unknown. There is no taking the unknown for 
the magnificent. Why trouble about what less polite, less 
cultivated nations have done or are doing? Is not Paris 
the centre of light for the universe ? 

Tuis view of things has many advantages. It imposes 
on the world and affords a basis for prestige. It liberates 
its disciples from all trouble about foreign languages and 
foreign travel. Either would involve expense and un- 
necessary dissipation of interest. Is it not wiser to con- 
centrate and save, when there is so much to learn, to admire, 
and to achieve at home ? i 

Tue philosopher may consider these doctrines narrow. 
The hedonist cannot condemn them as unproductive of 
happiness. Is it best to be happy or to be self-critical ? 
The Frenchman does not hesitate ; Montaigne has said : 
““ Mon art et mon métier, c’est vivre.” 

On this note it may be well to finish. There is no 
nation in the world that better knows how to enjoy life ; 
perhaps another way of saying that there is no nation 
more intelligent. 
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Poincaré—Asquith—Winston Churchill—Wirth—Maltzan— 
Von Seeckt—Stinnes 


POINCARE . 


F the statesmen of the pre-war, war, and post-war 

period, no one has been so long on the stage as 

Poincaré. No one has exercised a greater influence, 
for good or evil, perhaps for good and evil. 
In July 1914, when Austria sent the fatal Note to Serbia, 
Poincaré had long been the guiding influence in French 
policy. To-day, eleven years after the close of the war, 
Poincaré is still the dominating personality in France ; 
through all the intervening period he has been almost 
continuously in office, continually influential. In the 
France of the Third Republic so long a lease of authority 
is almost unknown. With a nation prone to change it 
might have been expected that fidelity to a man could be 
inspired only by one personifying the spectacular qualities 
the French are held to admire. The object of their choice 
would have to satisfy their aspiration to glory, and be 
characterised by exceptional personal brilliancy. But 
this is not Poincaré. He has none of the outward qualities 
anticipated. In appearance not particularly French, in 
mind still less so. Sturdy, concentrated, close-knit, none 
of the graces, no literary scintillation and no elegance, but 
in a marked degree the peculiar strength and the tenacity 
associated with a physique below normal height. If the 
phrase “‘ Atlantean shoulders” is interpreted to denote 
power to bear heavy burdens for long periods, power to 
persist without faltering or repentance, without considera- 
tion or reconsideration, in any course which reason may 
counsel or passion determine, these words may justly be 
applied to him. 


Ir may be asked how it is that, if Poincaré has few or none 
21 


22 AN AMBASSADOR OF PEACE 


of the attributes usually supposed to excite French enthu- 
siasm, he has remained so trusted, so adequately popular. 
The answer is simple. France, with a true instinct, felt 
that the post-war period would be one consisting of legal 
and financial disputes, and that the best lawyer to whom 
she could entrust her case in these debates was the dour 
little son of mathematical stock from the German frontier. 
His legal aptitude was undoubted, his family record 
ensured him a command of figures, his place of origin in 
Lorraine endowed him with a close-up acquaintance of 
German wiles. He was known to be a man of precise 
mind, capable of infinite application, and disposing of an 
unrivalled capacity for work. As a lawyer he could be 
trusted to know his brief from end to end, as an advocate 
he could be counted upon to make the most of the weakness 
of the opponent and not to abate a tittle of French legal 
rights without defending them with relentless persistency. 
This was the man required by post-war mentality. 

Tuatr he should have wide views, broad “sympathies, 
and extended vision was not what France demanded. 
These qualities would be incompatible with others more 
essential to the immediate purpose, more appropriate to 
the work on hand. ‘The Preacher has said, ‘‘ There is a 
season and a time for every purpose under heaven; a time 
to love and a time to hate.”’ ‘This was not a time to love, 
nor was Poincaré the man for that purpose. 

Tue selection by France was in a large measure justified. 
Poincaré fought his case with determination, with obstinacy, 
blind to any interest other than that of France in the 
narrowest sense. He was not far from complete success. 
He was also not far from compromising the whole future 
of European pacification. 

Wuat was his aim? ‘To make France supreme on the 
Continent, supported by satellite Allies in Eastern and 
Central Europe. Confident of English acquiescence in 
anything her Ally might propose or undertake ; indifferent 
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to German hostility ; relying on overpowering military 
strength. ‘To make supremacy complete it was necessary 
to hold the Rhine and to occupy the Ruhr. The former 
would bestow security, the latter would carry with it 
economic dominion and ensure the necessary supplies of 
steel and coal in the event of prolonged hostilities. 

Ir was an alluring possibility—‘‘ Une iliade qu’Homére 
n’inventerait pas.” To attain such a consummation it 
would be necessary to rule out or render negative 
during 1921 and 1922 all proposals likely to lead 
to a premature settlement. Poincaré was intransigence 
itself. Either complete reparation or, what was possibly 
more to be desired, the occasion to play a great hazard. 
CERTAIN points in the programme might go beyond the 
Treaty of Versailles ; this objection was amenable to legal 
skill. ‘The fundamental character of the combination 
could be veiled ; plausible reasons could be found for 
any action considered necessary. Germany was not 
fulfilling—possibly not endeavouring to fulfil—her re- 
paration obligations. Were not sanctions justified? If 
they were justified, why not demand such measures as 
were advantageous to France both in military and economic 
spheres? Such a course would be both legitimate and 
effective. It was adopted. If the Allies were hesitating 
or hostile, France could act alone. This she did. In the 
early spring of 1923 it looked indeed as if the great 
hazard could not only be played for, but won. 

Hap the Ruhr occupation, which was entered upon on 
January 10, 1923, achieved, smoothly and rapidly, its 
intended purpose, had it proceeded without encountering 
effective resistance, had the mine-owners and miners 
continued to work under French occupation in the presence 
of French bayonets, a de facto position would have been 
gained far superior to the legal position laid down at Ver- 
sailles. Germany would have ceased to be a danger, she 
would indeed have ceased to be a Great Power, a country 
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militarily crippled, economically subservient. France 
would enjoy a position of dominance comparable with that 
obtained by her after the Peace of Tilsit. 

Tuovucuts of this kind probably passed through the minds 
of many of Poincaré’s supporters. On the other hand, 
the more prudent among them were bound to recognise 
that Germany would not acquiesce tamely in such a 
solution. She would be permanently hostile. What of 
that? She was powerless. Ifit was feared that she might 
seek a close alliance with the forces of disorder and unrest 
in Russia, was not a combination between the two incon- 
ceivable, their elements being so politically adverse? 
Even in combination could the two do much ? 

AaalIn, it was true that English public opinion was hostile 
to the whole policy. Official circles in London might be 
amenable, but the mass of the people of England were 
clearly antagonistic to the adventure. They deemed it 
unfair, illegal, and fraught with danger. 

FurTHER, there was American opinion to besconsidered. 
It was held that the demands for reparation made by the 
French were excessive, and it was more than suspected 
that such demands were put forward mainly with the hope 
of eliciting refusal, a refusal which would be an excuse 
for sanctions. “‘ Impossible’? demands, one American 
observed, followed by ‘‘ damned fool”’ sanctions. Apart 
from public opinion in this or that country, was it not clear 
that by this vindictive action the whole cause of inter- 
national reconciliation was imperilled ; that pacification 
must be delayed several years, if not compromised for ever ? 
Ir is still uncertain whether these considerations and 
reluctance to face opposition from England and America 
would have sufficed to induce Poincaré to modify his 
original plan. The matter did not come for trial. Mine- 
owners and miners took the decision into their own hands 
and refused to work under foreign bayonets. The Ruhr 
occupation failed in its initial stage. 
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VioLteNcE demands immediate success ; once stemmed 
or checked the game is lost. The Marne had taught that 
lesson. The Ruhr enforced it. Strophe and antistrophe. 
Bur though the first result of the occupation disappointed 
those who had planned it, the struggle went on for month 
after month. Feeling on both sides became increasingly 
bitter. Poincaré was obstinate. So were the West- 
_phalian miners. Their resistance was strengthened by 
the German Government, who supplied funds to maintain 
those who were out of work, and gave financial support 
to the companies. This was at the cost of a great strain 
on the finances of the Reich, and entailed a disastrous 
acceleration of the activity of the printing press. The 
German Government was landed in a currency crisis of 
the utmost gravity. The markets of the world were 
threatened ; the financiers of the world became alarmed. 
The struggle had become so dangerous to the cause of 
Peace that forces were brought into play which had not 
been concerned in the initial stage. It was gradually 
realised by the outside world that this was not a mere 
question of the non-payment of a debt and of appropriate 
measures by a creditor to obtain payment. It was some- 
thing far more serious. The action begun, if carried 
through, might result in a fundamental modification of 
the conditions of Peace. Was it not an endeavour to seek 
an alteration in the map of Europe and a redistribution 
of the military and economic forces of the Western world ? 
Unless a solution could be found Europe would be divided 
permanently into two hostile camps, and the idea of 
general pacification would have to be abandoned. 

So it came about that in the autumn of 1923, when the 
finances of Germany had fallen to their lowest ebb, at 
long last public opinion in two continents realised the dan- 
ger of the course which was being pursued. So strong 
was the feeling that it was vain for France to declare that 
effective reparation would be obtained as a result of 
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occupation ; that the German mines were beginning to 
work under French control. The political risks were so 
serious that the whole adventure had to be liquidated. 
If Europe was to have peace, there could be no alteration 
of the fundamental distribution of economic force estab- 
lished by the Treaty of Versailles. 

Tue Ruhr occupation of 1923 was the culminating point 
of the Poincaré period, the period during which aggressive 
distrust of Germany was the animating spirit of French 
foreign policy. 

In the early summer of 1924 Poincaré fell, and was 
succeeded by Herriot. Within three months the Dawes 
Plan was adopted, regularising temporarily the reparation 
problem. A year later the signature of Locarno marked 
a further advance on the path to Peace. 

Porncarg, although still powerful, did not oppose either of 
these great acts of conciliation. ‘They were indeed in 
striking contradiction to the policies which he had pre- 
viously advocated and followed. He felt thatthe temper 
of the times was against him, that the degenerate voters 
of the day would no longer support the stern severity 
which he had practised. Things must take their course, 
dangerous as it might be. Briand was there with his 
silver tongue and his skill in handling men. Experience 
would show which policy was right. Poincaré had done 
his utmost to prevent France being lured by false hopes 
of security, based upon agreement and reconciliation. 
From this time forward, both during Herriot’s term of 
office and later, Poincaré devoted himself mainly to internal 
administration and finance, leaving Briand a relatively 
free hand in foreign affairs. 

His great achievement since 1924 has been the stabilisation 
of the franc ; a feat he accomplished in 1927 and 1928 
with complete success. 

1929 OPENS with a new problem, in which both knowledge 
of finance and a broad view of foreign policy are required. 
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The final settlement of the reparation problem has been 
brought up for decision. This will necessitate agreement 
with Germany as to the total amount of the Reparation 
Debt, an agreement vainly sought by many an international 
conference from 1920 to 1924. 

Wit men be more reasonable to-day ? Time will show. 
Two favourable factors exist. America will play a larger 
part than in former negotiations. Poincaré is older and 
said to take a milder and broader view of foreign relations 
than he did, desiring at the end of his career to leave a 
Western Europe genuinely pacified. 


Ir the period from the outbreak of the Great War to the 
Treaty of Locarno is surveyed by a student free from national 
prejudice and predilection, he will be impressed by the successive 
preponderance of four statesmen born in different countries 
and differing widely in mind, character, and achievement. 
The dominance of Lloyd George is indisputable during the 
later years of war no less than during the early years of doubtful 
peace which followed Versailles. “The leading part played 
by Poincaré from 1921 to 1925 is clearly marked. Strese- 
mann’s importance and the decisive influence exercised by him 
on European history will be recognised by the student, when 
the story of the years 1925 to 1926 comes to be written. 
THERE remain the early years of the war and the period of 
negotiation preceding that fatal day in August 1914. These 
appear to have been influenced more by Asquith than by any 
other European statesman. ‘The attitude of England, notably, 
which was of decisive importance for other belligerents and 
which affected the result of the war so powerfully, depended 
upon him more than upon any other individual. It becomes, 
therefore, of importance to ascertain what manner of man it 
was that exercised so potent an influence on the fate of great 
nations. 

Tue sketch in which I have endeavoured to recall the main 
features of his mind and character may be read in connection 
with the portrait of Lloyd George in Volume I, with the 
notes on Poincaré in the present volume, and with a brief 
picture of Stresemann which will be included in the closing 
volume of these Memoirs. 
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ASQUITH 


BreaDTH—kindliness—and a classical mind. No better 
schooled intellect could emerge from Oxford. Asquith 
sprang from the head of Balliol fully armed. So perfectly 
was he equipped that the Bar added little to his intellectual 
resources. Despite successful and remunerative years in 
substantial practice, his port of origin remained Oxford— 
not the Temple. So much was this the case that nothing 
contributed more to darkening the closing years of his life 
than the selection of a rival candidate in his place as 
Chancellor of the University of Oxford. It may indeed 
have precipitated the end. With a profound affection for 
the Bar, which he considered the finest profession in the 
world, he never sank to a narrow legal outlook, nor was 
his manner of speech characteristically forensic. The 
impression he made in early years was that of a man 
trained for all emergencies—so endowed that he feared 
no surprise, so educated that no question could find him 
at a loss. 

SuRELY this was the man who in a vast international crisis 
would rise to the loftiest heights. Dire necessity would 
overcome a tendency. towards indolence and rouse all 
latent possibilities. His magnanimity and his classical 
temper would stand apparent in the sight of man. To 
most of his admirers the Great War appeared the supreme 
occasion which would evoke in Asquith the fullest develop- 
ment of his powers. 

In the earlier stages they were not disappointed. By his 
patience and moderation he brought a united nation into 
the war—and he had the wisdom to place at the head of 
the Army the chief who had the clearest vision as to the 
realities and requirements of the terrific contest. Later on 
opinion and the Press deserted him ; it was alleged that 
the war period was unsuited for the exercise of Asquith’s 
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qualities and talents ; his very virtues unfitted him for 
the task. He lacked demoniacal force : he was without the 
capacity of hatred. His qualities—breadth and balance, 
his logic, his reasonableness—were detrimental to the 
successful prosecution of the brutalities and horrors of 
war. ‘ 

Hap Asquith left the political scene before 1914, his 
reputation would stand higher than it does to-day. Had 
he remained in power till 1918, when peace was made, 
it is the belief of many that he might have rendered at 
that time incomparable service to the Empire and to 
Europe. He would have been at his greatest at the Peace 
Conference, and it is to be regretted that his services there, 
so freely offered, were not made use of. His temper was 
precisely that which was required for the negotiation of a 
lasting peace. His moderation, his fairness, his courage in 
facing temporary unpopularity, might have secured at Ver- 
sailles something more judicial than the Treaty eventually 
signed. 

Peruaps the most unexpected features in Asquith’s 
character were his devotion to party and his erroneous 
estimate of the relative value of words and actions. A 
man of so cool a temper and so wide an outlook should 
have been above these defects, habitual as they are in 
Parliamentarians. othe end of his career he had difficulty 
in recognising merit in a political opponent unless he 
happened to be a brother barrister ; and he was disposed 
to rate a brilliant speech above a battle won. The 
explanation of the latter error of judgment may perhaps 
be found in his veneration for the House of Commons. 
This assembly he regarded not only as the centre of political 
power in the British Empire, but as an unrivalled testing 
ground of true value and of capacity for statesmanship. 
In his view the man who was best able to influence the 
House of Commons was necessarily the best fitted to assist 
in the government of a great Empire. In practice he 
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admitted no other criterion. In his later years he occasion- 
ally addressed the House of Lords, declaring it the worst 
audience in the world, a judgment few impartial critics 
would endorse. 

Wir Asquith this opinion was the result of an ingrained 
fidelity to another place, and a final proof of his preference 
for the arena in which he had attained pre-eminence. The 
quality of his oratory was indeed well suited to a House 
of Commons audience. Smooth, dignified sentences, 
rounded off without weakness or ragged edges, no special 
brilliancy, no attempt at humour or wit—forcible argument 
expressed in adequate language, without rhetoric or 
purple patch. No invective, no sarcasm, but sanity, 
moderation, courage. His speeches, invariably appro- 
priate to the occasion. While efficient for their purpose, 
there was no attempt at the sublime ; no Gettysburg. 
In resource and readiness Asquith was supreme: at a 
crisis producing almost mechanically an effective and telling 
argument. Occasionally, in a valedictory oration like that 
on Alfred Lyttelton or on the Duke of Devonshire, he rose 
to a high level—deep feeling expressed in perfect form. 
The finest characteristic of his platform utterances was a 
certain dignity consistently maintained. The appeal was to 
reason—not to passion or to prejudice. There was no 
condescension to low rhetoric designed to obtain applause 
rather than to convince. 

Mention has already been made of Asquith’s devotion to 
party and his difficulty in seeing merit except in those of 
his persuasion. His under-estimate of political rivals was 
indeed notorious, no less than his profound belief that the 
salvation of the country could only proceed from Liberal 
inspiration and be accomplished by Liberal instrument- 
ality. 

Hotpinc these views with assured conviction, Providence 
could inflict no more cruel blow than to ordain that at 
the end of his career he left a Liberal Party shattered by 
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dissension, divided and apparently not far from temporary 
dissolution. Happily he never suspected that any respon- 
sibility for the catastrophe could be imputed to him. 
It was manifest that the evil proceeded from that nefa- 
rious influence from the west, descending to methods 
old Liberals spurned, and utilising the machinery of a 
misguided and too influential Press. 

Men of extreme readiness of speech are seldom hard 
workers, and Asquith in his later years was no exception 
to the rule. The difference in quality between his first 
improvisation and the final elaboration of the draft was 
so insignificant that no one as economical of labour as 
Asquith would waste time and energy on final touches. 
Tere were other things todo. There was life to enjoy: 
serenity was indispensable to judgment, and relaxation was 
necessary to serenity. Even in the most anxious times a 
spare hour in the day could always be devoted to romantic 
converse with intellectual and gifted ladies. As a relief 
from the tedium of Cabinets, correspondence with them 
was not to be disdained, and indeed from the number of 
his extant epistles written from the Cabinet Room meetings 
these must have been prolific of moments from which 
solace of some kind was requisite. Throughout life, he 
enjoyed the support of a prodigious memory. Even in 
old age, he could recite passages not only of poetry but of 
prose, with verbal fidelity. The passages committed to 
memory were selected with rare literary taste and judgment. 
Few have had a more delicate sense of the quality in litera- 
ture—none a more classic taste. 

In many respects, notably in the matter of political 
dignity, Asquith might be a model for succeeding states- 
men. He nobly disdained the minor arts of popularity, 
never abasing himself to curry favour with his followers 
or subordinates. His public record was there, his speeches 
could be listened to or read, his service to the country 
was well known—still more his service to the Liberal 
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Party. Let these suffice: he would stoop to no personal 
cajolery. 

Towarps the Press he maintained an even more antique 
severity : no confabulation, no backdoor entrance to the 
garden, no secret information given ih advance to friends 
or in return for special support. The House of Commons 
was the arena—the constitutional source of power ; there 
must be no infidelity to that basic concept. Incapable of 
doubtful methods for his own benefit, he was less resolute 
against them in the sacred interest of the party. 

Wiru regard to money, disdain ; some carelessness : his 
indifference was indeed so great that it eventually landed 
him in circumstances of serious difficulty. And this 
attitude in pecuniary affairs was typical of his general 
bearing. A contempt for the petty, the mean, and the purely 
personal. 

In some historic controversies he played a courageous and 
brilliant part, notably in the defence of Free Trade. When 
Chamberlain was at the height of his popularity he followed 
him from city to city, speaking a few days later than the 
great advocate of Protection, and controverting his argu- 
ments with unbounded courage and ability. 

In his family life Asquith was singularly happy. Married 
twice to women of pre-eminent spirit and independence, 
he was surrounded by a numerous progeny of such intel- 
lectual attainment that in different lines each individual 
has achieved distinction, while taken in the aggregate they 
have been held to excel any group in the three kingdoms 
in conversational momentum, understood to mean volume 
multiplied by velocity. Returning somewhat humbled 
and irritated from this brilliant circle, a famous conversa- 
tionalist was heard to complain, “‘ My desire is to shine, 
not to be shone upon.” 

AsguitTuH’s mind was sound rather than quick—sound, 
clear, and decisive. No one knew on what he based de- 
cision. It was certainly not on private discussion. Talking 
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things over he abominated to such a degree that he 
resorted to every possible device to evade it. Colleagues 
and experts were occasionally invited ‘‘to have a quiet 
talk with Henry.” History records no instance of anyone 
having had it. The Prime Minister could not be found ; 
he was busy ; he had a headache; he had gone fora drive ; 
anything rather than the ordeal of talking things out. 
This peculiarity went so far that even his sons could seldom 
obtain advice or guidance. As for blame or criticism, 
that was out of the question in the case either of family or 
colleagues. With servants he would submit to inconven- 
ience for weeks rather than reprove anyone, while no 
member of the household was ever dismissed except by 
proxy. This unwillingness to cause pain or annoyance 
was indicative of the indolent generosity of his nature. 
Tue World War required other qualities, a more ruthless 
temperament, a harder touch. It was a task requiring 
intense will power, absolute concentration, and a certain 
harshness. Asquith refused to worship at the altar of 
Bellona. A man so true to his own qualities could not 
bend to circumstances. He was what he was; neither 
more nor less. Times might change; he remained the 
same. The Goddess of War was unappeased. Asquith 
fell. 

History will not say that he failed—wili say rather that 
he remained true to himself; a world convulsion had 
upset normal values and relative worth : a great and good 
man had been borne down by fate in a period not suited 
to his genius. 


1I—3 
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WINSTON CHURCHILL 


Wuatare the qualities or defects which make for notoriety ? 
What are the virtues or vices which bring one individual 
so prominently into public notice and maintain him as a 
constant subject of discussion, whether in praise or blame ? 
The characteristics required are unquestionably different 
from the attributes of greatness. Perhaps not incompatible 
though divergent. Advertisement, however sedulously 
pursued, is powerless to overcome the absence of original 
endowment, nor can it be said that fame always comes to 
those who most ardently seek it. 

Tuese reflections rise naturally to the mind in considering 
the career of Winston Churchill, for no one in living 
recollection has attained notoriety—in the good sense— 
to an extent comparable with him. Exceptional as are 
his talents, brilliant as are his achievements, they would 
not account for the unique place which hesholds in the 
attention of the public but for the possession by him of 
some gift withheld from others. This gift is usually 
described as an outstanding personality. Whether this 
expression adds much to our comprehension of the matter 
may be doubted. The fact remains that at any time 
during the last thirty years, ever since he entered public 
life, Winston has been the universal and inevitable subject 
of discussion in every kind of society. Even in those 
circles least favourable to him, least in sympathy with 
his ardent personal ambition, no general conversation 
lasted long without lapsing into Winstoniana. ‘This fact 
obtained in mess-rooms, in golf clubs, and in the most 
philistine resorts, where in earlier years there was more 
criticism than admiration. Men and women are led 
by an obscure but irresistible instinct to discuss Winston. 
In insisting upon his unique power of attracting the 
limelight, much as a lightning-conductor attracts lightning, 
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there is some danger of underrating Winston’s real ability. 
Nothing could be further from my intention, for he is not 
only the best equipped political combatant of his genera- 
tion, but has a facility in many directions which approaches 
genius. As a speaker and debater he is in the front 
rank ; as a coiner of phrases unequalled among contem- 
poraries ; as a writer he is the rival if not the superior of 
the best professionals—in courage undaunted—in openness 
of mind an example to all. 

His mental alertness is astonishing. Perhaps the most 
picturesque proof of this may be found in his artistic 
career. Without special interest in art or any theoretical 
study of it, he one day thought he would like to paint. 
Unhampered by arduous training or tuition, he seized 
paint-brushes and a palette, producing in a short time, 
without outside assistance or guidance, works of such merit 
that they were sold at fair prices in the open market in 
competition with the productions of professional men. 
Success was so marked that his further development in 
the direction of artistic achievement was awaited with some 
trepidation by the fashionable painters of the hour. 
Happily for them the attempt of well-meaning friends to 
guide his native genius into the beaten paths of academic 
correctness so damped his ardour that the artistic impetus 
petered out, his enthusiasm being later diverted to brick- 
laying. 

THE question is sometimes asked whether meteoric 
apparitions like Winston are to be the normal result of 
Anglo-American unions. Such a prospect might seem 
portentous. No anxiety, however, should befelt. Winston 
was not the child of ordinary parents. On both sides there 
was exceptional intelligence, unusual force of character. 
His father was reputed to be the most daring politician of 
his generation. As a speaker the equal of Balfour and 
Rosebery. His readiness in debate, his unrivalled instinct 
for the popular mind on any given subject, are brought 
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into clear relief in the brilliant biography which his eldest 
son has written. 

Winston’s mother was less well known to the general 
public, but she was no less remarkable. Born of energetic 
and enterprising American stock, she won all suffrages on 
this side of the Atlantic by the peculiar character of her 
beauty. I have the clearest recollection of seeing her for 
the first time. It was at the Vice-Regal Lodge at Dublin. 
She stood on one side to the left of the entrance. The 
Viceroy was on a dais at the farther end of the room 
surrounded by a brilliant staff, but eyes were not turned on 
him or his consort, but on a dark, lithe figure, standing 
somewhat apart and appearing to be of another texture to 
those around her, radiant, translucent, intense. A diamond 
star in her hair, her favourite ornament—its lustre dimmed 
by the flashing glory of her eyes. More of the panther 
than of the woman in her look, but with a cultivated in- 
telligence unknown to the jungle. Her courage not less 
great than that of her husband—fit mother for.descendants 
of the great Duke. With all these attributes of brilliancy, 
such kindliness and high spirits that she was universally 
popular. Her desire to please, her delight in life, and 
the genuine wish that all should share her joyous faith in 
it, made her the centre of a devoted circle. 

To say of a statesman that he possesses a lively intelligence 
is to suggest some lightness of mettle. It is impossible 
to deny liveliness to Winston, but the calibre of the guns 
he carries is certainly not light. Some of his initiatives 
may have gone west, notably those with which the public 
are best acquainted. The defence of Antwerp, the attack 
on the Dardanelles, injured his reputation for wisdom— 
injured it perhaps unduly. On the other hand, the bold 
decision to keep the British Fleet together in August 1914 
won for him universal approbation. In my opinion, his 
attitude in each of these events, the successful and the 
unsuccessful alike, was indicative of a powerful mind, 
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untrammelled by official routine, unaffrighted by personal 
responsibility. 

In the cases of Antwerp and the Dardanelles, it was by no 
means proved that the conception was wrong: half-hearted 
adoption by colleagues, delay in execution, may have 
marred what was in itself sound strategy. It is worthy 
of note regarding Antwerp that von Kluck, judging 
after the event and with full knowledge of all the circum- 
stances, has expressed his adherence to a strategic plan not 
dissimilar to that of Antwerp, viz. a plan in which the 
British Expeditionary Force would have been sent to 
Amiens threatening the flank of the German right in its 
advance on Paris, a conception broadly analogous to 
Winston’s. In the case of the Dardanelles, all German 
authorities who have written on the subject are agreed that 
the British attack was within an ace of succeeding. Success 
would have caused panic in Constantinople, and would 
have driven the German Embassy from Pera into the wilds 
of Asia Minor. 

Some critics have held that Churchill’s real talent lies 
in literature and in rhetoric rather than in administration and 
statesmanship. It has been indicated that there are reasons 
for dissenting from the view that there is in him any absence 
of practical wisdom. Perhaps it is too soon to pass a final 
verdict. When the time comes for the publication of 
the very numerous memoranda which he submitted during 
the War to every Cabinet of which he was a member, 
judgment can be pronounced. No one has left on paper 
fuller material for condemnation or acquittal. While others 
talked, Winston both talked and wrote. ‘This is clearly 
apparent from Asquith’s Memoirs. <A further impression 
is derived from them, namely that Winston had more ideas, 
more electrical force, and presented political memoranda 
in greater profusion than any other member of the Cabinet, 
while in strategic proposals he was hardly less prolific 
than the entire General Staff. 
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Ir a balance is to be struck between literary talent on one 
side and political ability on the other, the merit of both has 
to be estimated, and the literary merit of Churchill stands 
high. In the long course of British history it is doubtful 
if any Minister of the first rank, burdened as all Ministers 
must be by the cares of office, has made a contribution to 
history and literature superior to Churchill’s. He stands 
the test, whether in volume, range, or quality. So unique 
a record reveals not only a mind of great fertility, but an 
extraordinary facility for keeping alive contemporaneously 
—without mutual injury—interests of different kinds. 
Ir might be expected that such a man, driven forward by 
a teeming brain, tormented by grandiose conceptions 
struggling for expression and execution, would have the 
haggard appearance of the jaded worker, or would suffer 
in an exaggerated degree from the nervosity of the genus 
irritabile vatum. 

Nortuine of the kind; Winston is genial, affectionate, 
humorous—the best of friends, a generous opponent, 
taking criticism and enduring disappointment with a smile, 
half amused at his own career and half surprised at his 
astonishing success. Still boyish in mind and manner 
after twenty years of high office, retaining a faculty for 
learning which has not deserted him with increasing years. 
He might, indeed, without undue assumption, blazon 
on his escutcheon Goya’s noble profession of faith, “* Aun 
aprendo”’ (I continue to learn) rather than the less 
appropriate motto of the Churchills, “Fiel pero des- 
at i ey put Unfortunate), 
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WIRTH 
\ 


So many references to Wirth have been‘ j 
of these memoirs that little remains to be savd.. ae KAS é 
WIRTH is a typical descendant of the Germani . 
and a fine specimen. The first impression made is 
essentially “outdoor.” Nothing petty or snarling— 
nothing even of the bureaucrat or the pedant; large limbs, 
large gestures, and a breeziness like wind through the pine 
trees. 

To place him in appropriate surroundings you imagine 
him striding along, bareheaded, with a great dog at his 
heels, drinking in the beauty of nature, and enjoying the 
strength of his own muscles. A second look, and a 
different impression follows very clearly. He has escaped 
from a class-room, and is glad to have escaped into the open 
air. But it has left its imprint, and your only doubt is 
whether he was in the class-room as teacher or pupil. 
Critics might quarrel with the epithet “ boyish ”’ when ap- 
plied to Wirth. But the appearance is there for those who 
have eyes to see, and the reality imparts charm, strength, 
resource—together with the power both to influence and 
to inspire others. Without his ingenuous frankness, 
Wirth would be Samson shorn of his locks, an easy prey 
to Philistines even without the connivance of a Delilah. 
With it he is one of the foremost men of his time—a man 
on whom patriotic hopes will continue to centre. 


MALTZAN 


Peruaps the cleverest man who has worked in the Wil- 
helmstrasse since the war. In diplomacy and politics 
a pupil of Kiderlen-Waechter, who in his turn was a 
pupil of Bismarck, and probably one of the soundest 
advisers that Germany has had. In physical appearance 
Maltzan was unlike his teacher, and not at all in the 
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Bismarckian tradition: no rough manners, no big dog 
as a constant companion, neither beer on the table nor the 
historic concoction of Burgundy strapped with brandy. 
Maltzan was more the hussar than the cuirassier. No 
aroma of the forest nor of the Mecklenburg ancestry which 
was his. Something Oriental: in appearance engaging 
rather than impressive ; mentally his characteristics 
seemed to have come from Far East and to have gathered 
on the way a veneer from each country passed through. 
As a_ basis—detachment, century-old philosophy — 
Confucian superiority to contemporary standards; an 
imaginative element from the wide plains of Siberia ; 
Russian agility of mind; Polish grace of manner. 

App to this the post-Bismarckian training, and you have a 
formidable array of qualities like to be effective in the 
diplomatic world of the 1920’s. And effective they were. 
A clear and definite view of policy, founded on the old 
conception that friendship with Russia was indispensable 
even if expensive, strengthened by a certain personal 
sympathy with the Soviets—partly because they were so 
unreliable—partly because they fitted into the tradition. 
Maltzan’s acute mind was of that curious nature which 
prefers trickiness in others to reliability, and ends almost 
fatally by surrounding itself with the least reliable elements 
within reach. There are examples of this in all countries. 
Ma tzan was fundamentally trustworthy, but did not 
give the impression of trustworthiness ; he was too agile 
and clever. And when he spoke the truth, as he usually 
did, it was so contrary to expectation that a mental effort 
was required to believe. He continually behaved better 
than expected. One thought: next time I will not be so 
foolishly suspicious. But when the next time came it 
was the same old story. 

PersonaLLy I had a great liking for Maltzan and a sincere 
admiration for his talents. At the same time it is fortunate 
that he left Berlin in 1923 to become Ambassador at Wash- 
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ington. He would not have been in key with Stresemann. 
Had he remained as Secretary of State at the Foreign Office, 
there would have been no Locarno. He was too wedded 
to the Russian connection. His whole bias was to sacrifice 
everything to relations with Russia, which meant a certain 
deference to Russian desires, and Russia desired nothing 
less than an assured peace in the West. 


VON SEECKT 


Wuen he returned from his mission to Berlin in 1913, 
Haldane is reported to have said that the German Generals 
he had met made the impression of rather nice old gentle- 
men, very unrelenting in asserting their own views, 
perhaps rather ruthless, but not otherwise than kindly. 

In my view this description only applies to a small number 
—RHindenburg, Hoffmann, and von Kluck. There 
is another class of much harder type—the Ludendorffs 
and von Seeckts. And of course there are further types 
and further subdivisions. Ludendorff I have never met, 
but it is clear he is not a kindly old gentleman. 

Von SEECKT is more interesting. He made a dignified 
appearance at Spa, under most difficult circumstances. 
At first sight rather dry and emaciated, almost too spare 
and hard and fit. But for the single eye-glass so much 
affected by the officers of the old German Army, he might 
suggest Julius Caesar. On closer acquaintance the dried- 
up effect disappears, and only fitness and efficiency survive. 
InTENsE devotion to his profession, absolute loyalty to 
his chiefs and to the State. When the Hitler putsch took 
place at Munich in 1922 it was the steadfastness of 
von Seeckt that saved the country from serious trouble, 
both through his fealty to the Republic and the soldiers’ 
loyalty to him. When asked whether the army would 
support a “‘ putsch,” his answer was : ‘‘ They will follow 
me.” And to those who knew von Seeckt, that was 
enough. 


42 AN AMBASSADOR OF PEACE 


A BROADER mind than is expected in so tight a uniform, a 
wider outlook than seems appropriate to so precise, so 
correct, so neat an exterior. 

Ons of von Seeckt’s main claims to public confidence is 
that he has kept clear of politics. During the war he had 
experience with all the Allies of Germany. Two years 
with the Austrian army, one year with the Bulgarians, and 
one with the Turks. In his judgment the Turks were 
much the best. Somewhat exacting in the way of food 
and money, but they fought well. 

As regards the present German army, von Seeckt has 
always held that it is too small for the work it has to do, 
but he claims that it is efficient and well in hand. The 
officers have been chosen by himself with the utmost care, 
solely for military merit and without regard to political 
influence. ‘That is his claim, and he makes it with all 
sincerity, notwithstanding the fact that ninety per cent of 
the officers are monarchica]l. With regard to the danger 
of putsches either from the Right or from the Left, von 
Seeckt has never been an alarmist. The event has proved 
him right. He was not only prescient ; he did much to 
bring about the result he foretold, thus not only assisting 
his reputation as a prophet, but rendering notable service 
to the Republic. 


STINNES 


In writing of Stinnes I depart from my general rule only 
to give sketches of those for whom I feel a special 
admiration. I cannot pretend that I felt either admira- 
tion or sympathy for Stinnes. He-appeared to me 
over-bearing, wrong-headed, and inclined to insolence.. 
Impossible to discuss with him—for discussion degenerated 
into a reiteration by him of positive opinion in an 
ageressive form. 

As regards the importance of his r6le—that was no doubt 
considerable. Together with Helfferich he represented 
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the extreme party of resistance—they were the determined 
opponents of any reasonable settlement. 

In a man as deeply engaged in finance as Stinnes it is vain 
to endeavour to isolate the patriotic interest from the 
personal. Such a man, even if inspired by the finest 
patriotism, must incline to favour the ‘course which suits 
his book. He is unlikely to consider it a patriotic duty 
to lose money. 

Stinnes was like no one in my recollection so much as 
Harriman, the American Railway King, and I can best 
give an impression of the German financier by describing 
the American, whom I saw more closely. Both had the 
same bedraggled, untidy look as of a rough-haired terrier 
just come out of one scrap and in search of another ; 
nothing Olympian or serene. 

Ir happened that just after the 1908 crisis in the American 
market I was in New York, and found myself living 
practically with Harriman, having most of my meals with 
him, and spending evenings in his house. Why he was 
so friendly, and why I became so intimate, passes compre- 
hension, for we had no business connection. But I had 
letters of introduction from Messrs. Baring, and we hit 
it off at once. What a life he led. Enormously rich at 
the time, he never had a moment’s peace. Fighting con- 
stantly, first with opponents, then with colleagues, then 
with politicians, surrounded by lawyers—there appeared 
to be four or five every night in his house—and every 
night action had to be taken to defend suits in nearly every 
State in the Union. No constitution, no digestion, 
nothing allowed by doctors other than food for dyspeptics 
served on atray. To lead his life would mean death in 
three days to any normal individual. 

Too much can be paid for most things. Nothing is so 
constantly over-paid as wealth. Harriman enjoyed money 
because’ it gave power, enjoyed it almost as much as he 


enjoyed fighting—perhaps as much as he enjoyed getting 
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the best of a deal. These were his main delights—there 
was not much else. 

Anp Stinnes was, according to many accounts, not unlike. 
He had the same fighting, domineering, “* get-the-better- 
of-you”’ spirit. Americans who knew him well, and who 
felt a certain affinity with him, have told me that he was 
nearer their idea of genius than anyone in Germany. 
Personally I failed to see it. Stinnes was bitter in defeat— 
much more so than most Germans, and he took his country’s 
defeats as much to heart as his own. This prejudiced him 
against anyone representing an ex-enemy country. 

Tuen he was a determined inflationist, either from 
conviction or.interest, and that did not help us to make 
friends. He was also against conciliation, except on im- 
possible terms. 

As I have said elsewhere, stabilisation came to Germany 
over four dead bodies. These men had to disappear 
before a policy of stabilisation could be brought through. 
They were Rathenau, Havenstein, Helfferich, and Stinnes : 
the gravest obstacle to currency reform was Stinnes—the 
most powerful, the most vehement. 

RaTHENAU was assassinated in June 1922, Havenstein 
died in November 1923, Helfferich was killed in a railway 
accident in April 1924, and Stinnes died from an opera- 
tion on April 10, 1924. 

THERE were several strange facts connected with the 
establishment of stabilisation in Germany. First, the 
death-roll already recounted. Secondly, the astonishing 
paradox that Helfferich, just before he was killed, was 
the inventor of the device which enabled others to carry 
through the stabilisation he had so long opposed. Thirdly, 
that Poincaré had to fall from power before stabilisation 
could become a fact in Germany, the same Poincaré who 
three years later carried through Bede 8 with such 
success in France. 


CHAPTER I 
JUNE-JULY 1922 


Prolongation of my Mission—A talk with the Prime Minister—Germany 
and the League—Rathenau and Stinnes at the American Embassy— 
Rathenau assassinated—The reaction in Berlin—An American Observer 
on the League—A Czecho-Slovak view—Wirth’s courage—The 
Chancellor on the League—German finance—Weariness of Control 
Commission. 


ONDON, June 12, 1922.—I asked the Prime Minister 

this morning how long he wanted me to stay in 

Berlin, as the two years for which I originally signed 
on are nearly up. He said: “ You must not think of 
leaving until the present business is settled. This is only 
the first act. The conclusion will not come this year. 
You must stay until the present financial phase is completed. 
I hope that you will do so and that you do not find life in 
Berlin too difficult.” 
Recarpinc the League of Nations, Lloyd George was 
decidedly of opinion that Germany ought to be brought in. 
It was essential that the world should learn to treat Germany 
again as an equal ; both she and Russia had been treated 
as below the salt. Even if Germany received at Genoa one 
or two snubs, and some humiliation, it was expedient that 
she should rejoin the comity of nations and that all should 
belong to the League. Lloyd George had formed a very 
favourable opinion of Wirth and of his honesty. What 
Wirth stated were facts, or, if they were not facts, he believed 
them to be so, and that was the essential. Rathenau had 
been a great bore. After allowing Wirth to speak for 
two or three minutes, he broke in with, ‘‘ Now, Mr. 
Lloyd George, I want to explain to you the terrible position 
of the mark,” and he went on lecturing for forty minutes or 
more, so that nobody could ask a question or get an answer. 


Lonpon, June 14, 1922.—A leading English politician 
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is alleged to have said: ‘“‘ Were I a German, I would 
neither pay nor carry out the Treaty. The French have 
irritated and bullied Germany beyond all bearing, and I 
would say: ‘ Very good ; occupy the Ruhr and do any 
damned thing you like. Meantime, Germany shall send 
all her engineering force and military equipment force to 
Russia, and in five years we shall summon France to give 
the Ruhr back again.’”’ 

Very dashing—but not wise or practical. England must 
endeavour to prevent either side proceeding to extreme 
measures. 


Lonpon, Fune 21, 1922.—The question of Germany’s 
entry into the League of Nations is becoming urgent, and 
is being much discussed here in Government circles. One 
view is that England can take no action without asking 
France first as to her willingness to admit Germany. The 
solitary but sufficient objection to this course is that 
Poincaré is certain to decline. If the queStion is put to 
Paris, there can be no doubt about the answer. It may be 
better to let the decision come on at Geneva. ‘The strong 
view in London is in favour of Germany’s admission to 
the League, and there is no objection to this being stated in 
Berlin. Government circles here believe that the German 
admission will be voted either unanimously or by a large 
majority. 

THERE remains the question of Germany’s nomination to a 
seat on the Council. England will certainly afford support 
to this nomination. 


Beruin, Fune 28, 1922.—Rathenau assassinated. 


Mr. Atanson B. Houcuton, U.S. Ambassador at 
Berlin from February 1922 to February 1925, has 
given me the following account of the dramatic meeting 
between Rathenau and Stinnesat the American Embassy 
on June 27, 1922—the night before Rathenau was shot. 
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“THE meeting between Rathenau and Stinnes came about 
as follows: A day or two before, Logan (assistant to 
Mr. Boyden, Unofficial Observer of the United States to 
the Reparations Commission) wired that he was coming 
to Berlin to discuss certain matters relative to coal deliveries. 
I sent word to this effect to Rathenau, and suggested that 
it might be useful if he came to dinner and had a talk with 
Logan, to which he replied that he would be glad to come. 
Dinner was set for eight o’clock. It was fully 8.30 when 
Rathenau arrived. He was in a state of high excitement. 
Helfferich, he explained, had just made what he termed a 
‘slashing attack” on him personally in the Reichstag and 
he was evidently apprehensive about its possible effect. 
We then went in to dinner. After a little general conver- 
sation, the matter of coal deliveries was taken up and 
discussed at some length, until finally Rathenau turned 
to me and asked if I would object to his inviting Stinnes to 
join us. Stinnes, he said, was much more familiar with the 
coal situation than he, and could furnish all the necessary 
facts. That was obviously true, but I knew, of course, 
that the relations between Rathenau and Stinnes had been 
strained, and it occurred to me that possibly what Rathenau 
really wanted was to take advantage of this opportunity to 
bring about a meeting with Stinnes for other and more 
personal reasons. Inasmuch as I could see no reason 
why such a discussion should not take place under my roof 
and the interview bade fair to be distinctly interesting, I 
promptly assented. Directly Stinnes could be located, 
therefore, Rathenau telephoned him, and Stinnes sent word 
back in reply that as soon as he had finished his own dinner 
he would come to the Embassy. He arrived about 10.30 
and a lively discussion regarding the coal deliveries at 
once ensued. This went on for perhaps an hour, when 
Stinnes turned abruptly from the subject in hand and began 
a sharp attack on Rathenau. He said that he was confi- 
dent Rathenau had made a serious blunder in entering the 
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Government at all and that he should lose no time in 
leaving it. Rathenau replied, with a laugh, that someone 
obviously had to do the necessary work and that he felt 
by joining the Government he was contributing what he 
could do to the best interests of Getmany. ‘Thereafter, 
for a couple of hours, the two discussed with great frankness 
and considerable warmth their differences regarding 
politics, both at home and abroad. When they left the 
Embassy, somewhere between half-past one and two 
o’clock on the morning of the 28th June, the debate was 
still being vigorously pressed, and, as Stinnes told me 
afterwards, they went to the Hotel Esplanade, where 
Stinnes was living, and continued their talk until nearly 
four o’clock, when Rathenau finally went home. The 
definite impression left on my mind was that the two men, 
for reasons of their own, were each seeking some sort of 
agreement. In fact, talking over with me the events of 
the evening a few weeks later, Stinnes told me he felt that 
in essentials they had come together, and that a working 
programme was possible. The decisive part of the talk 
evidently developed after they left the Embassy. 

‘““'Wuen I entered my office the following morning, June 
28th, I was shocked beyond measure to learn that Rathenau 
had been murdered a few moments before, while motoring 
from his home to the Foreign Office.” 


BERLIN, June 29, 1922 (the day after the assassination 
of Rathenau).—Arrived in Berlin last night, punctually 
to the minute. Not much disorder or confusion on the 
railways, but indications of suppressed political excitement 
in the towns we came through. Here in Berlin there is a 
general strike of twenty-four hours, but that is quite a 
normal occurrence. ‘This one is designed to be a demon- 
stration and warning to the Right that the working classes 
will not stand anything like a monarchical putsch. The 
general feeling appears to be one of profound horror at 
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the Rathenau assassination. Even in anti-Semitic circles 
indignation is expressed, if not felt. "The demonstrations 
of the working classes in all the big towns have been 
imposing, although the extreme respectability of appearance 
and soberness of demeanour of the German workmen rob 
these manifestations of the dramatic and.picturesque which 
would characterise more primitive participants. 

Any chance of a successful monarchical putsch which 
may have existed before the murder is now thought in 
Government circles to have vanished. Stresemann, the 
Volkspartei leader, who is considered a strong monarchist 
and indeed admits it, has had to make vehement declarations 
dissociating himself and his friends from the Extreme 
section of the Nationalists. ‘The latter group, though 
isolated and temporarily cowed, remain, however, as 
malevolent and blood-thirsty as ever. One of them, a 
relation of the murderers of Erzberger, is reported to have 
said, ‘‘ My little brother Karl has killed the first pig, but 
there are more to follow.” 

Wirtu has behaved with courage and good sense. He 
is quite undismayed by the personal danger he is constantly 
in. His first movement was to hold the Entente, notably 
France, responsible for Rathenau’s death. He is reported to 
have said: “If the policy of fulfilment and the Government 
which supported it had only received more encouragement 
from the Entente, hostile sections in Germany would not 
have dared to push their opposition to so violent an extent. 
Poincaré is a conscious or unconscious confederate of 
Helfferich, and Helfferich’s speeches, by their bitterness and 
vehemence, have stimulated assassination.” 

NEITHER accusation is just. Hlelfferich’s speech the other 
day—which is alleged to have brought about the assassi- 
nation—was not of an exceptionally violent character : 
indeed, as such speeches go, it does not appear to me to be 
open to much criticism. On some points he even praised 
Rathenau, although he criticised bitterly the general 
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policy of fulfilment and its failure to elicit benefits in 
exchange. 

WHETHER Wirth’s insinuation that unrewarded and un- 
recognised fulfilment by Germany brought about the 
assassination is true or not, it has not diminished the 
number of those who consider fulfilment, within the limits 
of the possible, to be the only wise course for Germany. 
The advocates of this policy are at least as strong as 
before—perhaps stronger. 


BERLIN, Fune 30, 1922.—A long interview with an 
American observer in which the present situation was 
frankly discussed. 

He was distinctly pessimistic regarding the outlook in 
Germany; said that he was already tired of the work here. 
The situation was difficult, if not hopeless : there was no 
possibility of any co-operation with the Diplomatic Corps, 
by which I suppose he means with the French and the 
Italians. He further said: “‘Americans here must work along 
with you and do what they can from the American stand- 
point, which is essentially that of an unofficial observer, but 
we can’t get on with those other fellows. The German 
Government gives me what information we want and we 
shall just make use of that and keep our people advised. 
“ As tothe loan question, everybody in Germany is hostile 
to the idea of asmallloan. All the big industrials, Stinnes, 
Thyssen, and others, tell us: ‘ We will not allow a loan 
of any kind until the whole question of reparations and 
sanctions has been settled. There is no good whittling 
at this or that detail, We must have the whole matter 
put right. There can be no guarantee for the service of a 
loan as long as the menace of sanctions remains.’ ” 

I pornTeD out that if this attitude meant that the whole of 
the safeguards provided in the Treaty of Versailles would 
have to be revised it appeared an impossible proposition 
to put before the French Government. It would be wiser 
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to get the loan under way. The momenta loan, even acom- 
paratively small one, was within reach, the more aggressive 
French politicians would lose a good deal of bourgeois and 
banking support. France had such an urgent need of funds 
that she might modify her attitude if money was in sight. 
RzFERRING to the League of Nations, my friend said: 
“We Americans think the German Government are 
very unwilling to come into the League. They would 
not gain by it. You can say, ‘ They would be on an 
equality with other nations ’—that is not worth much. 
As to America’s entry, if you ask what the probability of 
that is, any damned fool can see that there is not the faintest 
chance of America ever modifying her attitude regarding 
the League of Nations. American hostility to any poli- 
tical participation in Europe is just as fundamental as 
England’s view about Sea Power. ‘There may be no reason 
for either—it is just instinct. But if Europe wants 
assistance on the economic basis you will find America 
respond. You can have everything you want economically 
—nothing politically.” 


Tue new Stresemann Government, if only because of the 
inclusion within its ranks of the Socialists, had been distasteful 
from the first to the Bavarian Chauvinists. It required but the 
definite abandonment by the courageous Chancellor of the 
policy of passive resistance in the Ruhr to produce a violent 
reactionin Munich. Eventually this took the form of a public 
repudiation by Bavaria of the Versailles Treaty, of a proclamation 
of a “State of Exception” and of the appointment as State 
Commissioner with dictatorial powers of Herr von Kahr, a noted 
monarchist who was also honorary President of the leading 
Bavarian reactionary associations. Dr. Stresemann, dissatisfied 
with the assurance received from Munich that the above 
measures of exception were exclusively directed against the new 
Nationalist organisation headed by Herr Hitler* and General 
von Ludendorff, replied by himself proclaiming a state of siege 


1 Hitter, Adolf. Son of a petty Austrian official living near the Bavarian 
border. Fought in the Bavarian army during the war. Rose to notoriety 
in 1922 shortly before the Mussolini coup d’état in Italy by founding the 
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throughout the Reich and investing the Reichswehr Minister 
with full powers. These Dr. Gessler in his turn delegated to 
the Reichswehr Commander, General von Seeckt, and to the 
commanders of the seven military districts. Of these com- 
manders, the one in charge of the Bavarian military district, 
General von Lossow, was himself a Bavarian and had previously 
had some personal unpleasantness with General von Seeckt. 
Lossow was not long in disobeying the orders issued by General 
von Seeckt, and was supported in his open insubordination by 
the Bavarian Government. ‘Thereupon, he was summarily 
dismissed by the Reichswehr Minister, but, instead of relin- 
quishing his command, he allowed himself to be reappointed 
Commander-in-Chief of the Reichswehr in Bavaria by the 
Munich Government. A grave clash between Bavaria and the 
Central Government now appeared unavoidable A further 
injunction addressed to Munich by the Chancellor demanding 
the immediate restoration of the constitutional authority of 
the Reichswehr Ministry over the Reichswehr in Bavaria met 
with a flat refusal from Herr von Kahr. ‘This was civil war. 
On the evening of November 8, 1923, Herr von Kahr was about 
to deliver a much-advertised address on Marxism, when the 
agitator Hitler—whose programme comprised the extermination 
of the Jews, the hanging of the Reichstag, and the defeat of 
the French by a Central Government headed by General von 
Ludendorff and himself—suddenly appeared on the platform 
of the bierhalle where the meeting was being held, revolver 
in hand. He presented von Kahr, to the latter’s consternation, 
as the new Regent of Bavaria. Amidst great applause, he 
pronounced the deposition of President Ebert and of the Strese- 
mann Government and the formation of a German National 
Government at Munich under Hitler’s leadership and with 
General von Ludendorff in supreme military command. Von 


so-called German National Socialist Workmen’s Party. Concentrated on 
exploiting the Semitic and Bolshevik bogies. He also denounced the 
Entente, the Reich Government, the Bavarian Government, and Capitalism. 
His chief following was drawn from the young Nationalistic Socialists and 
Communists, the two latter classes of the convert type. His Workmen’s: 
Party actually included more students, minor officials, and policemen than 
workmen. He obtained some financial assistance from industrialists. In 
the autumn of 1923 he joined with General von Ludendorff in leading the 
insurrection in Bavaria, but after a temporary escape, was arrested and 
subsequently tried for high treason, receiving a sentence of five years’ 
fortress. He was finally released after six months and bound over for the 
rest of his sentence, thereafter fading into oblivion, 
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Kahr pretended at the time to accept Hitler’s terms, but 
slipped away later with General von Lossow and the Head of 
the Police. The next morning they issued a proclamation 
stating that the guilty would be punished and decreeing the 
dissolution of the more extreme patriotic associations. Hitler 
was not aware of this turn of affairs and when, the next day, 
he and Ludendorff marched at the head of their troops to the 
centre of the town, they were disagreeably surprised when they 
came into contact with a detachment of the Reichswehr who, 
despite the appeals of Ludendorff, opened fire. Hitler’s 
courage was unequal to the occasion ; he flung himself on the 
ground to escape the bullets with such violence as to dislocate his 
shoulder, and subsequently escaped from Munich in a motor-car. 
Ludendorff, no less taken aback by the loyalty of the Bavarian 
Reichswehr to the Central Government, surrendered on the 
spot. Thus, what might easily have been a national tragedy 
ended almost as a farce. 

STRESEMANN and Von Seeckt had shown courage and decision. 


BERLIN, June 29, 1922.—The Foreign Embassies here are 
pessimistic and apprehensive. All think that the re- 
actionary forces are increasingly active and dangerous— 
that a putsch was certainly intended for June 28, and 
only missed fire because Ludendorff could not agree with 
the Bavarian conspirators or with Prince Rupprecht : also 
because of the Rathenau murder. 


BERLIN, June 30, 1922.—Another long talk with the 
Czecho-Slovakian Minister? here. 

Benes, the Foreign Minister at Prague, thinks, or thought, 
him too pro-German and sent him for two months to Paris, 
where he tells me he worked at French for ten hours a day. 
But learning the language has apparently not altered the 
wickedness of his heart, for he has returned to Berlin like 
a duck to water. His principal impression in Paris was 
the number of English there—particularly at the Folies 
Bergéres. He says that all the women who accosted him 
in the streets spoke in English—a touching tribute to the 
Entente Cordiale. 

1 Sex Vol, I, p. 284. 
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Axsout the position here, he takes rather a serious view, 
saying that but for their personal confidence in Wirth the 
working classes and the Socialists would already have made 
something like a revolution and established a socialist 
Government: not a communist Government, but an 
advanced socialist one. Wirth’s popularity has really 
saved the situation. ‘Tusar does not believe in the 
probability of a reactionary putsch, considering the Left 
too strong, but sporadic assassinations may goon. What 
he fears is that the present Government will not be sufh- 
ciently severe in their sentences on the murderers, and on 
the financial supporters behind them. According to him 
all the trouble comes because after the Kapp putsch of 
1920 too much leniency was shown. 

Tue fact is, that apart from favouritism, timidity, and 
recalcitrance, the German criminal system is strangely 
lenient. The accused can always take advantage of every 
kind of legal quibble to delay proceedings, and if eventually 
sentenced is usually allowed a few days’ freedom before 
commencing prison life. Even when prison life has begun 
considerable licence is allowed on the smallest pretext of 
ill-health. 

Tue Leipzig War Criminal trials, which France, and to a 
less degree England, considered a scandal of complicity 
and complaisance, were esteemed in Germany as consonant 
with current practice. 

ConsiDERATION for the condemned is maintained up the 
last moment—the executioner wearing a dress suit and a 
white tie. 


Brr.in, July 2, 1922.—The general opinion here is that. 
the democratic position has improved as a consequence of 
the assassination of Rathenau. The reactionaries are 
astounded and perturbed by the vigorous action of the 
Government, and the efficiency of the police. If the 
murderers had escaped it is probable that further assassina- 
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tions would have taken place—the reactionaries hoped that 
the Reichswehr would then take part against the Govern- 
ment and promote some kind of monarchical restoration. 
As events have turned out—viz. one culprit arrested, the 
others being hunted (they subsequently shot themselves 
when surrounded), and important documents captured— 
the danger of a MHohenzollern pustsch is generally 
considered to have disappeared for the time being. Munich, 
the chief centre of monarchist intrigues, favours the Wittels- 
bachs—Berlin favours the Hohenzollerns. This divided 
allegiance does not facilitate co-operation in conspiracy. 
Everyzpopy is amazed at the energy of the Government 
and the unexpected efficiency of the police—people don’t 
quite understand it. Wirth has risen considerably in 
public estimation, and the new Police Director—Weiss— 
has shown marked ability. 

Bur the Government have several big fences to get over. 
They may find it difficult to obtain the necessary two-thirds 
majority of the Reichstag for the exceptional measures 
in defence of the Republic. The measures contemplated 
are stringent, involving death penalty for membership of, 
or subscription to, secret organisations. But I anticipate 
that Wirth will, somehow or other, get the necessary 
parliamentary support, and thus avoid a general election. 


Beruin, July 10, 1922.—Grave feeling of disquiet here. 
Just at the moment it looks as if Wirth would scrape 
through the political crisis and as if the Reichstag would 
adjourn at the end of the week without it being necessary 
to strengthen the Government either on the Right or on the 
Teeft. 

But the whole sky is overcast and gloomy. The fall of 
the mark continues—to-day it is 2,430, or about half the 
price of a month ago. Prices are rising and will soon be 
double the level of June 1—wages and salaries must be 
adjusted. Adjusted to what? Another political assas- 
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sination, or another aggressive speech from Poincaré, and 
the whole fabric may collapse. It is pointed out that the 
financial position of Germany is to-day precisely the position 
of Vienna a year ago, i.e. exchange between 2,000 and 
2,500. ‘To-day exchange in Vienna is about 95,000. 
Will Berlin a year hence be at this level ?+ If so, all hope 
of the restoration of normal commercial conditions in 
Central Europe may be abandoned for a great many years to 
come. In both countries public opinion lays the blame 
largely on the Reparation Commission. If reparation had 
been handled with breadth and foresight the crisis in 
Germany, at any rate, could have been staved off—perhaps 
also in Austria. 

Personatty I blame the German authorities almost as 
much as Dubois and his merry men. Their recklessness 
with their note issues has been the blindest folly, and even 
to-day it requires handcuffs to stay the hand which turns 
the crank of the printing press. Some of the members 
of the Reparation Commission, notably Bradbury, have 
sound views on currency, but they are overborne by the 
narrowness of colleagues, and by the blind Shylocks 
amongst Nationalists. 

THE particular measure advocated by the Reparation 
Commission to curb inflation, namely, making the Reichs- 
bank independent of Government control, was adopted 
without adequate knowledge. The theory on which it is 
based, namely, that the Reichsbank is an austere maiden 
constantly forced to evil courses by a wicked and violent 
monster, the State, is far removed from the facts. The 
Reichsbank authorities are more perverted on this subject 
than the Government. The result, therefore, of giving 
the Bank greater independence will be like Poe’s tale in 
which the maniacs got control of the asylum—only in 
this case, instead of getting control, they will have been 


1 Berwin beat Vienna in rapidity of depreciation. In less than twelve months 
the mark deteriorated to over 500,000 to the £. 
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placed in charge. Last week, when, by the blessing of 

Providence, the printers struck and the printing of notes 
was perforce interrupted, Havenstein brought in strike- 
breakers in order to get the presses going again. 


Beruin, July 11, 1922.—I have had several conversations 
with leading German officials on the subject of Germany and 
the League of Nations. ‘They produce the well-known ar- 
guments against Germany applying for admission. When 
these are answered—and it is not very difficult to answer 
them effectively—they reply, “‘ Yes, we ourselves quite 
understand that, but it would be impossible to make the 
German public agree to the step and no Government dare 
take it.” Iam not, however, without hope on this ques- 
tion. It appears to me so clear that whatever the Geneva 
laches or injustices to Germany, they would probably have 
been mitigated, had Germany been there. At any rate, a 
patriotic German ought to think this—or despair of the 
ability of his country’s potential representatives. 


Berun, Fuly 13, 1922.—My conversation with the Chan- 
cellor yesterday was unusually interesting. 

THE current report is that his nerve has broken down under 
the strain of the last three weeks, but I found him still 
fresh and with the same ingenuous manner which creates 
sympathy and inspires confidence. Still, there is no doubt 
that threats of assassination, and the total failure on the part 
of large sections to recognise the services achieved by his 
Government, have told somewhat on him. He also misses 
Rathenau, for whom he had an extraordinary regard. 
His affections now seem to centre upon a splendid police 
dog he has acquired, whom he calls ‘‘ The State Dog,” and 
who accompanies him everywhere. This is quite in the 
German tradition. Bismarck had a huge dog called 
“ Tyras,” who never left him. 

WirtH was much more satisfactory than I anticipated 
regarding the League of Nations, It is possible that his 
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not using the usual stock arguments against Germany’s 
applying for admission is due to the fact that he forgot 
them, having been lately so preoccupied with other subjects. 
But still, the net impression I received was that, if he were 
able to count upon English support at Geneva, and could 
therefore feel himself safe against being placed in a 
minority, he would make the application. What he wants 
are arguments—partly in order to support this course 
before German public opinion, and partly to convince 
Wilhelmstrasse officialdom. 

I was impressed, as I frequently am impressed when talking 
to Germans, by the immense difference between our 
estimate of the breadth and generosity of our policy and 
their estimate of it. While their attitude is friendly 
and to a certain extent appreciative, they are alarmed 
at what they consider the uncertainty and fragility of 
our support. There is an evident apprehension that 
our attitude will change. I do not know that there is 
any great harm in this ; one may possibly~say that it is 
better that they should not count on us too surely, even 
though want of recognition may disappoint. The German 
steed runs perhaps more kind if not too self-confident. 
But still, it always surprises me how slow they are to 
recognise—or to acknowledge in words—the extent of the 
assistance we believe we have given. 

Wirt has shown courage and skill, and Ebert has also 
come out of the crisis well. No one else here has gained 
much distinction. The police, who at first showed great 
activity in pursuing the murderers of Rathenau, appear 
lately not to have been very skilful. Certainly they have 
not yet succeeded in catching the worst culprits. 

AxsoutT the League of Nations, I still think that there is a 
good chance of Germany applying for admission if reassured 
as to support at Geneva in the matter of status there. 


BERLIN, July 13, 1922.—The position here is more critical 
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than it has yet been. Political feeling runs higher, there 
is more hostility between the opposing wings: the 
financial situation is unquestionably worse. For the moment 
the fall of the mark to less than a 100th of its pre-war value 
has been stopped by the prospect of a further extension 
of the moratorium. Were this moratorium not granted 
it seems probable that financial panic would have ensued 
and that financial panic would have been followed by 
political disturbance. Prices are rising rapidly, and it is 
humanly speaking impossible for wages and salaries to be 
adjusted to the new scale. 

Tue demonstrations the other day in Berlin impressed me 
as orderly and peaceable, but all the private information 
one gets about feeling in socialist circles is that resentment 
against the monarchists is bitter in the extreme. 

Ir is sometimes contended that reparation payments have 
nothing to do even morally with the fall of the mark. 
The clearest disproof of this is the fact that the mere 
rumour of an alleviation of reparation payments stopped 
the panic and produced a rise of 20 per cent. in the value 
of the German currency. 


Bern, Fuly 12, 1922.—The officers on the Commission 
of Control are getting tired of their work; 95 or even 98 
per cent. of the disarmament has been carried through— 
everyone knows that this is the position, and cleaning up 
mere remnants is a wearisome job. Even the French 
contingent, notwithstanding the high pay, are weary and 
are anxious to return to France. General Nollet,! who is 
sensible enough when left alone, said to a German the other 
day: ‘‘ For goodness’ sake put a real Republican in as 
Minister of War, one who can be trusted to keep the 
monarchists in the army in order. If you do this you will 
see a great change in the attitude of France.’’ Some such 


1 Notuer, General Charles Marie Edouard, President of the Inter-Allied 
Military Commission of Control in Berlin. See Vol. I, p. 267. 
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change is rendered more easy by the fact that Gessler, the 
present Minister of War, is ill. 


Fuly 14, 1922.—Rathenau’s death is a grievous loss, not 
only to Germany but to Europe. He had a mind trans- 
cending national frontiers, an intellectual force which made 
him characteristically not of one nation but of the world. 
He was fond of declaring that while born of Jewish stock 
he was a thorough German—a German like the rest. 
This was paradox or propaganda. It was profoundly 
untrue, because he was fundamentally both cosmopolitan 
and Semitic. Speaking foreign languages fluently, 
writing them with idiomatic accuracy, acquainted with the 
philosophy and literature both of England and France, 
no less thoroughly than with those of Germany, conversant 
with all the doctrines of socialism, communism, and every 
other ism, a bold inquirer into new theories—such a man 
was not limited or confined by any arbitrary geographical 
frontier. He belonged to the universe. It «was perhaps 
the consciousness of this transcendental superiority to 
ordinary limitations which aroused against him the violent 
animosity of Nationalist circles. It was felt in these circles 
that such a man, once armed with power, would bring about 
revolutionary change. National prejudice, class distinc- 
tions, restrictions of caste, and all the hierarchical structure 
of society might be cast into the melting-pot, and a con- 
glomerate emerge, in which the territorial classes would be 
deprived of their privileges and the nation of its noblest 
traditions. Were not the doctrines of this man as sub- 
versive as those of Lenin? He looked. like a Bolshevik. 
Was he indeed not one at heart ? 

Ratuenau was fully aware of the bitter hatred, almost of 
the horror, which heinspired. Time and again he told me 
that he was sure to be assassinated. Yet when urged to 
permit the police to furnish protection he declined. No. 
He was too proud to tolerate any outward indication of 
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alarm, too self-willed and self-confident to modify his 
attitude, or abate one jot from the theoretical beliefs to 
which he had declared his allegiance. His demeanour 
in the presence of known danger was indeed fatalistic. 
He acted as though convinced that nothing could alter the 
preordained decrees of Providence. “Appointed events 
would happen. As for himself, he would not change, be 
the consequences what they might. 

Noturine could be more horrible than the details of the 
murder to which he finally fell a victim. It was in the last 
degree deliberate, cold-blooded, and brutal. After a night 
spent partlyin political discussion at the American Embassy, 
partly in private conference with his bitterest antagonist, 
Stinnes, Rathenau drove home to his house in the Griine- 
wald. He did not arrive there until 4 in the morning, and 
he had to be at work again at the Ministry at 10. He 
started back shortly before this hour in an open car. 
As he emerged from the grounds of his villa, a powerful 
automobile, which had been waiting outside, followed closely 
behind him. A few hundreds yards farther there was a 
cross-road. A car—containing confederates of the assassins 
—emerged from this cross-road and deliberately blocked 
the path. Rathenau’s driver had to stop suddenly to 
avoid a collision. While he was expostulating with those 
who blocked the way, the car which had been behind came 
alongside, and two assassins commenced to fire at Rathenau 
at close range withheavyrevolvers. Theirshots tookdeadly 
effect. When, halfan hour afterwards, the body was taken 
back to the villa, it was found to be riddled with bullets. 
There could be no doubt about the determination to kill. 1 


1 Tus was confirmed two years later from information which I gathered 
from an intimate friend of Rathenau’s who saw the body within half an hour 
of the crime. He told me that, not only were several shots fired at Rathenau 
at close range but that the assassins also threw a bomb, which, bursting, nearly 
cut him in two. There was a revolver-shot through the cheek, another 
through the chest, and the bomb had nearly severed the trunk from the legs, 
Rathenau must have expired immediately, 
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Bern, July 14, 1922.—Thinking over recent conver- 
sations with leading Germans I have come to the conclusion 
that what really makes them hesitate about joining the 
League of Nations is the idea that England, once having 
lured them to Geneva, will abandon them to their enemies. 
The conception is nebulous, and so fantastic that one hardly 
likes to record it. But it is held by many other than the 
most intelligent. 
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A talk with Tchitcherin—Northcliffe’s visit to Cologne—Chancellor 
Wirth’s letter to Lord D’Abernon on Germany and the League— 
Important communication from a colleague—Poincaré’s threatening 
Note to Berlin—Chancellor and Control Commission—The Balfour 
Note—Poincaré’s “‘retortion’”? measures in Alsace—His views on 
German industry—The German as a negotiator—Financial situation 
critical. 


ERLIN, July 15, 1922.—Met Tchitcherin at luncheon 
Aesyyesteriay He made on me no particular impression 

except that of an agreeable and intelligent Russian 
without special signs of fanaticism or anything to suggest 
the Machiavelli he is supposed to be. He talked of the 
Soviet system as one would talk of any mild organisation 
employed in improving the lot of humanity, conceived on 
generous lines, and meeting with scant recognition from 
a recalcitrant world. He laid stress on the artistic training 
given in Soviet schools in Russia and the bias of peasant 
artists there towards a broad rendering of elemental forces 
in contra-distinction to what he called the minute definition 
of pre-revolutionary artistic schools. 
REGARDING foreign policy, his aim was to restore com- 
mercial relations between Russia and the outside world. 
Tue Treaty of Rapallo was only mentioned incidentally. 
The Military Convention which was supposed to accompany 
it was scouted, not only as non-existent, but as an absurd 
idea. ‘This, however, was done without emphasis and 
merely in passing. 
Tue causes of the Great War were discussed and consider- 
able importance was given to the part played by Russian 
and Austrian Ministers at Belgrade, both of whom were 
active intriguers—both of whom exercised undue influence 
on their Governments. 

63 
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TCHITCHERIN said the Czar was a very dull man, absolutely 
closed to the progress of events, entirely cut off from the 
outside world, seeing only officials and a small clique of 
the nobility. He was, at the same time, intensely ob- 
stinate. At Moscow to-day there was plenty of talent 
for the upper posts, and plenty of help in the lower posts, 
but that the middle posts—directors and partners in the 
Ministries and so forth—had nobody competent to fill 
them. ‘Those who might have done the work were either 
exiles, or hostile to the present Government ; or—he 
might have added—dead. 

From his general tone none would have gathered that 
there was in the past history of the Soviet or in its activities 
and objectives anything to distinguish it from an ordinary 
humdrum Government. 

REGARDING the attitude of France to Russia, Tchitcherin 
said it was incomprehensible to him why France was not 
more friendly. It was quite clear that her hostile attitude 
must drive Germany and Russia together. So far as he 
knew, however, France had been quite unwavering and 
had made at no time any approach to the Soviet. If this 
is true, the alleged conversations which so frightened 
Germany about six months ago were imaginary and were 
only invented for purposes of negotiation. Tchitcherin 
thought that France had had at intervals some idea of 
separating the Ukraine from Russia and of supporting 
Petlura, the Polish candidate for the Presidency of the 
Ukraine, who has still considerable forces both in Poland 
and in Rumania. However, this idea had not been held 
very consistently in France—while it was pushed by one 
section it was countermined by another. As a matter of 
fact, the Ukrainian peasants hated whatever Government 
was in power, and considered any form of compulsion or 
control intolerable. 

Azsout Turkey and Mustapha Kemal he said little : I did 
not gather that there was any particular sympathy. He 
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seemed to regard the Angora Government as a mere pawn 
in the game, and evidently disbelieved in any permanent 
reconciliation between Muscovite and Turk. 


Brriin, July 17, 1922.—What impresses me most in all 
the negotiations between the German Government and the 
Reparation Commission is that much attention is concen- 
trated upon some point of future control, probably without 
real importance, while little attention is devoted to measures 
to relieve the present crisis in exchange. ‘The dangers of a 
further fall of the mark and consequent disorganisation of 
the whole financial system is real and imminent. ‘There 
is apparently some idea that the Reparation Commission 
or part of it is going on leave and will not deal with the 
question before about August 15. ‘This is sheer insanity. 
Immediate action is required—action directed towards 
ensuring stability of exchange: nota petty, niggling scheme, 
but a strong, bold decision. 


Berun, July 18, 1922.—An account of Northcliffe’s visit 
to Cologne last June shows that his powerful brain was 
already affected by illness. The visit was preceded by 
letters from Northcliffe, saying: “‘ I shall arrive, although 
I know the danger to my life is very great if I come to 
Germany. I shall not come in my Blue Butterfly Car, 
which is too well known throughout Europe, and I shall 
travel under the name of my secretary, Leonard Brown— 
kindly address me in that name in any communications 
you may make. I shall also be greatly indebted if you will 
send a car to meet me on the far side of the frontier so that 
I may have no frontier difficulties. A few days before I 
arrive a secret messenger will come to Cologne to make 
the necessary arrangements. He will come by such and 
such a train. He is a lame man in a grey Tyrolese hat.” 
He further said : “ 1 am not afraid of attempts on my life, 
as I can defend myself. I shoot from the hip.” 
II—5 
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ae WuEen he finally came, the first care of the A.D.C. who was 

nae sent to meet him was to persuade him to give up the pistol 

1922 so as to preclude shooting from the hip. This done, they 
both came in a Rolls-Royce car straight from the frontier 
to Cologne. As they drove along they heard the noise 
of some of the forts near Cologne which were being blown 
up. Northcliffe said, ‘As I expected—the fighting has 
begun,” and he evidently imagined that the Germans were 
already attacking the British troops. 
Durinc the three days he remained at Cologne he only 
went once beyond the garden of the house where he was 
staying, sitting there the whole day; talking incessantly, 
but not foolishly. His only visitor was an itinerant cor- 
respondent, whose ideas were as quaint as those of his 
master, and who saw a German conspiracy in any three 
people walking along the street together. 
Aut that has been written about incidents and episodes 
between the frontier and Cologne is pure imagination. 
Northcliffe had nothing but an ordinary drive straight 
along the main road without conversation with anybody. 
NorrucuirFe did great things during the war. It must 
never be forgotten what he did for munitions when their 
supply was impeded by the menace of drunkenness among 
munition workers. Without him the Board of Control 
might not have been able to carry the necessary measures, 


Bern, July 24, 1922.—It is too soon to discuss the 
conditions under which the Rhineland is to be evacuated 
in 1935. The clauses governing this in the Treaty of — 
Versailles are fairly explicit. Occupation is established 
for fifteen years. ‘The occupation will terminate before 
the lapse of the fifteen years if Germany has complied 
with all the undertakings resulting from the Treaty. At 
the end of fifteen years evacuation of all the territory is 
to take place provided the guarantees against unprovoked 
aggression by Germany are considered sufficient. If they 
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are insufficient there will be a delay in the evacuation to 
the extent necessary. 

Here the difficulty begins. Who is to determine whether 
the guarantees against unprovoked aggression by Germany 
are sufficient ? What is “the extent necessary’? ? The 
question is to some extent prejudiced-if Germany enters 
the League of Nations. By Clemenceau’s letter of June 
16,1919, the leading Powers are pledged to admit Germany 
to the League of Nations when the German people prove 
that they intend to fulfil the conditions of the peace and 
abandon aggressive politics. If Germany, therefore, 
enters the League of Nations it will be difficult to contend 
that the necessary guarantees against unprovoked aggres- 
sion have not been given. I do not know whether this 
argument has occurred to the Germans. It should 
constitute a strong inducement for them to join the League 
of Nations and thus strengthen their position in 1935. 


Beruin, Fuly 25, 1922.—I received, to-day, the following 
letter from Wirth : 


““Dear AMBASSADOR, 

**1w the course of ourrecentshort conversation on the League 
of Nations, Your Excellency expressed a wish to receive in 
writing the views which I stated orally. I willingly accede 
to your wish, but I would like to point out that the following 
remarks represent merely my purely personal view. 

“Tr is hardly necessary to point out that the Geneva League 
of Nations is not only unpopular in Germany, but is re- 
garded by the vast majority of the population as an institu- 
tion from which Germany has nothing good to expect. 
Tosum up the view obtaining in Germany briefly, I would 
say that the League of Nations is completely identified with 
the Versailles Treaty, and is merely regarded as an instrument 
to help to execute this Treaty. In view of the behaviour 
of the League of Nations in all German questions hitherto, 
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i.e. the question of Eupen and Malmedy, the question of 
the Saar territory, the question of the occupation of towns 
on the right bank of the Rhine, but, above all, after the 
decision in Upper Silesia, it seems to me that this deep 
mistrust is only too comprehensible? It is still further 
intensified by the fact that the League has not developed any 
activity worthy of mention in connection with all those 
great problems of the present which are not directly 
connected with the execution of the Versailles Treaty. 
“Tus being the situation, the only incitement for Germany 
to enter the League, would be the expectation that after her 
entry she would be able to work with success for a change 
in the policy of the League, because she would then be in 
a position to intervene directly for the safe-guarding of 
her interests. Such an expectation is, however, not to be 
justified off-hand. To begin with, it would appear that 
many members of the League would, if at all, only approve 
of the admission of Germany on certain definite conditions, 
especially on the condition that all Germany’s obligations 
arising out of the Versailles Treaty were formally recognised 
afresh by her. No German Government can solemnly 
undertake to subscribe afresh and in this voluntary 
fashion to the Versailles Treaty. Should Germany 
succeed in obtaining admission to the League without 
any such humiliation, the next question would be whether 
she would be accepted on a completely equal footing. 
That would involve as an indispensable preliminary that 
her admission into the Council of the League of Nations 
should be guaranteed from the outset. The Council of the 
League is essentially the deciding organ within the League. 
It would not be consonant either with the dignity or the 
actual interests of the German people if she were accepted 
into the League but not into the inner circle of Great 
Powers which really determine the policy of the League. 
“I po not know if the German Government, assuming they 
were willing to consider an application for admission to 
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the League, could count on the fulfilment of these two 
preliminary conditions, namely, the relinquishment of any 
humiliating declaration and the certainty of a permanent 
seat on the Council of the League. I must not fail to point 
out that even if the answer to these questions were in the 
affirmative I could merely regard the’ formal side of the 
question as settled, not its real political significance. To 
fully appreciate its full political significance it would be 
of special importance to ascertain whether in the opinion 
of the British Government the great political problems on 
which Germany’s fate depends would be influenced by 
her entry into the League, and if so in what sense. In this 
connection I would draw attention first of all to the problem 
of reparation. ‘The Geneva League does not seem to me, 
in view of its whole constitution, to be a suitable authority 
for bringing the problem of reparation nearer a solution, 
not even if Germany were a member of the Council 
of the League herself. Consequently if, as a result of 
Germany’s entry, the Reparation Question were to be sub- 
mitted by the British Government to the League for final 
decision, in the same way as the Upper Silesian question, 
Germany could not acquiesce. A second point of great 
importance is the control of the Military Disarmament 
of Germany. The question arises : would Germany, as 
a member of the League, be still subject to control by 
special Inter-Allied Control Commissions? Finally, | 
cannot refrain from alluding to the continual occupation 
of the towns on the right bank of the Rhine. I would 
regard it as an impossible state of affairs were Germany to 
enter into League relations with the Powers which were 
occupying portions of her territory in excess of the Ver- 
sailles Treaty, with military force, and were claiming the 
right to impose similar sanctions in the future as well. 

‘Ir seems to me that all these questions need to be cleared 
up before the question of Germany’s entry into the League 
can be brought forward seriously for discussion, and before 
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the pros and cons can be duly weighed. At any rate, 
I would not be in a position to discuss the question with 
the determining factors in Germany without enlightenment 
on these points. Accordingly it would be of the greatest 
value if the points to which I have referred could be cleared 
up in closest agreement with the British Government. 
I am not, of course, in a position to judge if and how far 
that Government is inclined to express its views on these 
points at this juncture and would like to reserve this matter 
for further oral conversation should occasion arise. 

“| THINK that I may rely on the British Government to 
understand my point of view, and I cannot conclude this 
letter without affirming, in all honesty and with all emphasis, 
that the German Government subscribe without any limita- 
tion to the idea of the solidarity of the nations. Nobody 
can regret more than the German Government themselves 
that they have been prevented from giving actual shape to 
their conviction. They are not to blame, and the reason 
lies in the fact that the Geneva League of Nations has not 
been true to the idea to which it owes its name either in 
its own constitution or in its behaviour up to date. 

‘¢T have the honour to be, 
“‘ Dear Ambassador, 
“Your obedient servant, 


“*(Sed.) WirTH.” 


Beruin, fuly 27, 1922.—One of my colleagues called this 
morning, saying Wirth had sent for him urgently yesterday 
in order to make two communications, 

(1) Tuar he (Wirth) anticipated a financial catastrophe 
unless relief was afforded to Germany by the Conference 
in London in August, and that the financial catastrophe 
would lead to social disorder; (2) that the German 
Government had secret but quite reliable information that 
England had changed her policy regarding the Rhineland 


and was now in favour of its separation from Germany 
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and the constitution of some Buffer State or some such solu- 
tion. This had been agreed between London and Paris. 
As regards the second point, my colleague disbelieved 
it all. At the same time, it was clear from his tone that 
Wirth had half convinced him. 

I po not know from what source the Germans have got 
their information. All the English officials I saw in 
Cologne and Coblenz were unanimous that any separation 
movement would meet with very scant support. 

Ir would perhaps be well for some statement to be made 
to check the German imagination and restrain their 
nervosity. 

AMERICAN business men here are pro-German, going so 
far as to doubt Germany’s responsibility for the war. 
They almost deny the possibility of Germany paying 
even a reduced sum of reparation—4o or 50 milliards. 
THEIR suggestion about war indebtedness is that the only 
plan on which Europe can deal with America is to put the 
question on high moral grounds. ‘“‘ We Americans spent 
70,000 lives and so many million dollars in making war 
for liberty. We must now sacrifice a further sum in order 
to pay for peace for the world and to restore prosperity. 
Dealt with by financiers on business lines there will be 
no relaxation. What you want in America is a whirlwind 
campaign of the Churches on the basis of peace and good- 
will. Lloyd George is great on these subjects—can you 
not get him over to America’?”’ One of them concluded 
by saying, ‘‘ Now then, what commission do you give me 
for this idea? ‘The usual terms are 5 per cent.” 
RecarpDING France the same individual said: ‘‘ My opinion 
is that the only way to bring the French to reason is to 
compel them to raise money. The more the U.S.A. force 
them to pay, the more they will realise that they have got 
to get credit somewhere, and in order to obtain credit they 
must solve reparation. Unless we press our claim there 
is no chance of their seeing reason,” 
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Berun, uly 30, 1922.—Both the American and the 
Italian Ambassadors whom I have seen this morning regard 
the situation as grave, almost to the verge of hopelessness. 
The American says: “‘ The essential point is to conserve 
Germany’s capacity to raise revenue and to work the 
financial machine, otherwise how is any reparation to be 
forthcoming, how is the country to be kept from going 
to pieces?” 

Tue Italian, who has always been a pessimist regarding the 
position here, is now Dantesque in his gloom—Dante at 


6 st.72lb. 


Beruin, Fuly 31, 1922.—Poincaré’s Note to the German 
Government of July 26 seriously aggravates the situation. 
It is couched in the terms of an Ultimatum and recalls 
nothing so much as the Austrian Ultimatum to Serbia 
in 1914. It would seem to indicate a determination on 
his part to bring matters to a crisis. Finding it impos- 
sible to obtain a majority in the Reparatioit Commission, 
and determined to secure a declaration that Germany has 
made wilful default, he has seized the opportunity offered 
by the German request for a partial moratorium on the 
Clearing House payments. The situation created here 
is of extreme gravity. Although the German Government 
only published a summary of Poincaré’s Note—a summary 
so mild that it was misleading—the effect on the financial 
position has been disastrous. It seems very probable that 
when the exact text is known—and this cannot be long 
delayed—a further aggravation of the crisis will ensue. 

Ir is by no means improbable that the extreme parties will 
demand the reassembly of the Reichstag and will attack. 
the Government on the ground that the fulfilment policy 
has completely failed. Since concession has only led to 
further attacks and demands by France, there is consider- 
able justification for the view that it was a mistake ever to 
have entered upon the Wirth fulfilment policy. Ido not 
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hold this view myself, but it will certainly be pressed by 
very large sections here. 

Poincaré has done a good deal to assist the Nationalists 
and to destroy the prospects of fulfilment policy by.Germany. 


BERLIN, August 2, 1922.—Saw the Chancellor this morn- 
ing and—under instructions—reassured him regarding a 
rumoured change of attitude on the part of England 
respecting a Rhineland Plebiscite or Buffer State. He was 
evidently relieved. 

Wiru regard to the Poincaré threat of sanctions in respect 
of the Clearing House payments, the Chancellor is more 
alarmed by the fall in the mark, which has resulted, than 
by the measures decided on but not yet declared. He said : 
“Poincaré is mad if he thinks that a payment which is 
not possible in itself is made possible by threatening force. 
I shall not answer his Note, but wait until August 5. 
Possibly cn the last day I shall send an answer saying what 
is impossible in itself is not made possible by force. As to 
the measures he contemplates, I have no certain knowledge. 
Should any large section of opinion in Germany be in favour 
of yielding to pressure—and the opinion gain ground—I 
shall immediately resign. 

‘““] REGARD the present action of France as destructive of 
all the progress made by Germany during the last year in 
the direction of fulfilment. It leads inevitably, not only 
to the destruction of Germany, but of all Central Europe. 
It also leads inevitably to a complete revision of the Treaty 
of Versailles. What derision to call that a Treaty of 
Peace! ‘The present condition is hardly better than war.” 
I rurruer discussed with the Chancellor the operations of 
the Military Commission of Control and their protest 
regarding the episode at Stettin, when a French officer was 
put out of German barracks by force with the aid of police. 
Wirth said, ‘‘ The French officer was drunk.’”’ I replied, 


“He has a very good record, and is an excellent officer.” 
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Wirth rejoined, ‘‘ That is as it may be, but he was drunk on 
the particular day.” 

I then said: “‘In all these matters with the Commission 
of Control there are faults on both sides. If you only took 
the wise course and put a strong man‘at the head of your 
Liaison Commission you could finish with the Military 
Commission of Control in two months—only the man you 
put there must be determined, and must insist upon his 
orders being carried out. There is too much resistance 
down below.” Wirth replied, “‘ That is all right, but the 
French and English must adopt a similar attitude. Nollet 
enjoys nothing so much as making himself disagreeable 
and writing insulting communications.” 

As a matter of fact Nollet is as reasonable as any French 
officer in the post can be. He is bound by instructions. 
I happened to meet him last night at dinner, and he talked 
sensibly, fully admitting that for the next war rifles were 
of little or no importance, and that a few odd lots here did 
not matter. Rifles were important only for» putting down 
or creating internal troubles: useless in a foreign war. 
What was really vital were big guns, which have been 
destroyed in Germany, aeroplanes, which have also been 
destroyed, and chemical devices, which, being only 
in posse, cannot be destroyed. As for the latter, he 
said : “God knows how anybody can be protected against 
them. What prevents an enemy infecting water with 
typhus germs, or destroying whole areas with gas? The 
only means of saving civilisation from destruction is the 
League of Nations—and a League of Nations gendarmerie, 
strong enough to put down opposition and enforce its will.” 
Tuis is well enough, but it may be observed that the 
effectiveness of a League of Nations gendarmerie is com- 
posed of two factors: (a) their own strength, (4) the 
weakness of the opposition to them. / 
THEREFORE, a predominant army—belonging to any one 
Power—stultifies any League of Nations gendarmerie. 
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Batance of Power—as a fact and not a theory—or dis- 
armament, is a condition for an effective League of Nations. 


BERLIN, August 4, 1922.—The Balfour Note re War Debts 
and the debate in the House of Commons on August 3 
have produced a considerable effect here. All the press 
devote articles to the subject, eulogising the broad view of 
the situation taken in England, and praising the part of 
England in her endeavour to restore European prosperity. 
They contrast English breadth with French narrowness, 
and, to a certain extent, with American hardness. But 
German opinion is at bottom more disposed to expect 
assistance from America than from any other quarter. 
Propte here are inclined to exaggerate American opposition 
to the English plan. It appears to me fairly certain that 
however much it may be disliked now, the United States 
have got to come round to it in some way or another— 
at some time or another ; the sooner, the better. 

ALL sorts of rumours are afloat regarding the intended 
action of the French—confiscation of private property, 
levying of fines upon German firms in the occupied area, 
etc. I doubt, however, if anybody knows what the French 
plan really is. The Belgian Minister tried to get it from 
Laurent, but Laurent said he was under a bond of secrecy. 
Quite probably he had not been told. Possibly the scheme 


is more nebulous than it is given out to be. 


Bern, August §, 1922.—Germany ought to be admitted 
to the League of Nations—about that England has no 
doubt. We were doing what we could to bring about a 
state of affairs which would make her admission possible. 
Bur owing to an interview between Lord Robert Cecil and 
Poincaré in Paris—in which Poincaré objected, 7x soto, to 
Germany joining the League of Nations—Lord Robert 
Cecil ceased—perhaps tamely—to press the matter. 

Tuis is another instance of our perpetual failing ; having 
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CHAP. formed a right conclusion and formulated a sensible policy, 
a it forward. Poincaré says “* No ”"—and our people 
1922 drop the discussion instantly. No resistance: no argu- 
ment. The same thing has occurred ten times. Lloyd 
George was the best fighter—the most vigorous—the most 
skilful—and when he failed it was through having fanciful 
conceptions of his own to press—e.g., Russia as a re- 
pentant Magdalen at Genoa ; Greece as a Soldier of the 

Cross in the arid mountains of Asia Minor. 


Bern, August 6, 1922.—The first impression of the 
French punitive, or as they are called “ retortion ” 
measures, is that they are milder than was expected : 
something of the ridiculus mus, tempered by apprehension 
that the mus may grow. There is a good deal of specula- 
tion as to whether the “retortion’’ measures have been 
published as originally intended, or whether they have 
been modified at the last moment. ~ 

Ir is difficult to understand the precise measures selected. 
At first sight they seem directed against individuals in 
Alsace-Lorraine, and to be ill calculated to exercise pressure 
on German public opinion or the German Government. 
Germany has given up interesting herself in Alsace- 
Lorraine, more or less for good. On the other hand, the 
fact that the fortunes of private individuals have been 
confiscated in a time of peace by a foreign Government has 
created intense bitterness against France. 


Beruin, August 7, 1922.—The French Ambassador came 
to see me on Friday to take leave. He goes to Paris 
to-morrow and will probably only return to present his 
letters of recall. However, there appears to be some 
difficulty in finding a successor, each Ambassador-designate 
having apparently a nervous collapse at the mere idea of 
coming here. 

Laurent is full of fury and menace against Germany, 
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saying that the only way to deal with Germany is by 
coercion ; the world should see that France would not 
recoil from it. 

In conversation with von Simson at the Foreign Office 
to-day, he said he had never known the tone of Germany so 
depressed, all banking and industrial circles regarding 
the future with the utmost apprehension. 


Bern, August 7, 1922.—It is currently held that the prime 
source of the wrong information which apparently guides 
or misguides Paris respecting conditions in Germany is a 
certain French Consul-General. He is said to be an 
ambitious fellow, who thinks if he can add sufficient fuel 
to the flame of French hatred and French fear he will 
become a Minister Plenipotentiary. It is said that even 
the French in his district blame his conduct severely and 
regard his figures and statements as not only unreliable 
but as wilfully distorted. His favourite theme is the 
revolting prosperity of Germany. Developing on this 
basis, he leaves out of account the fact that German 
profits are encashed in paper notes, which notes are now 
worth one-tenth of what they were a year ago, and less than 
one-hundredth of what they were before the war. No 
capitalist having his money invested exclusively in Germany 
during the last few years can possibly avoid having lost 
the greater part of his fortune. ‘The luckiest have lost 
nine-tenths. 

Tuis fact, viz. that German industry to-day makes profits, 
which, measured on a gold basis, are so reduced, detracts 
from the effective merits of the scheme of an Entente 
participation in German industry. I have often looked 
into this proposal, which appears at first sight not otherwise 
than attractive, but its fatal defect is that it would give so 
small a return in gold. 


Beriin, August 8, 1922.—In negotiations here one is 
constantly placed in the following dilemma—either the 
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hl German Government states its own views in its own 

maces language, which means that any hope of a successful 

1922 negotiation disappears hic et nunc—or one endeavours 
to translate what the German Government desires into 
acceptable words, a sense which almost necessarily entails 
undue responsibility and involves the risk of presenting, 
not what the German Government thinks, but what one 
imagines they ought to think. The latter plan has 
obviously dangers and disadvantages, but I am not sure 
that they are graver than those inherent in the former. 
Rapallo was one instance: the same thing seems likely 
to occur regarding the entry of Germany into the League 
of Nations. ‘The Chancellor quite realises the importance 
to Germany of being a full member at Geneva, but his 
letter of July 25 gives the impression that he is reluctant: 
he puts forward impossible conditions, so that he appears 
to desire a failure. 


BERLIN, August 9, 1922.—The financial situation here has 
become worse, and is ultra-critical. Political situation 
stationary. 

I po not attach too much importance to separatist tendencies 
in Bavaria and other States. South Germans and Prussians 
always quarrel, but if any third party endeavours to inter- 
vene or to exploit their quarrels, they end by patching up 
some kind of compromise. 

Tue French scheme for Reparation appears to me to reveal 
complete misapprehension of what is wanted. Like a good 
deal that proceeds from the Reparation Commission, the 
demands miss the target of the really essential, and would 
prove more harassing than productive. I have never been 
hostile to an effective control of German finance, provided 
that such control is very restricted in numbers, and conerns 
itself solely with essentials. ‘The one essential at the pre- 
sent moment is currency control. Until the issue of notes 
is stopped or regulated, and the currency thus stabilised, 
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there is no firm foundation for any promises to pay which CHAP. 
Germany may make ; no valid Opinion as to what Germany 
Can pay can even be formed. ‘To-day the patient is under “28"St 
a drug or a dope, the dope of inflation. Until you have 
eliminated this factor no true diagnosis is possible. All that 

is proposed re control of exports and imports, stoppage of 

flight of capital, etc., is largely irrelevant and ineffective. 
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CUNTACP Sib e Rat ited 
AUGUST 1922 
A talk with the State President of Baden—Tchitcherin again—The Chan- 


cellor on the mark—Bradbury on a moratorium for Germany— 
Bradbury on “ Gages Productifs””—Dr. Seipel visits Berlin—Austria’s 
collapse—Wirth and the French demand for gold deposit—Prospects 
of the “ Anschluss ”—Marks at 8,900 to the {—Bradbury’s compromise 
rejected by Berlin. 


ERLIN, August 11, 1922.—A long talk yesterday with 

the State President of Baden, a young and very 

influential South German, who has been the principal 
intermediary between the Reich and Bavaria during the 
recent negotiations respecting the Defence of the Republic. 
He tells me that the other South German States are strongly 
against Bavaria and in favour of the Reich in all these 
matters. ‘They take the view that French policy is directed 
to one thing alone—the breaking up of the German 
Empire by separating from it either the Rhineland or 
the South German States. If the South German States 
seceded it would give France an open connection with 
Czecho-Slovakia and Poland, without traversing German 
territory. ‘This is what she desires. 
Dr. HumMEL went on to say that up till recently there 
had been a considerable feeling in his part of Germany in 
favour of France—a relic of the Napoleonic times. The 
prestige and popularity of Napoleon had been immense, 
and he remembered in his youth as many pictures of 
Napoleon among the smaller bourgeoisie as of Goethe. 
Now, however, everybody realised that France was bent on > 
destroying Germany. France had given up the idea that 
reparation could give her money and had concentrated 
upon the political objective. All that they had done 
during the last three years had had precisely the opposite 


effect and had consolidated the Reich. 
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Dr. Hume is intelligent and sensible on most points, 
but regarding inflation he is just as blind as everybody 
else here, saying: “‘ If the policy of stopping the printing 
press is adopted, I, for one, will take no responsibility for 
it. The fall in the mark is not due to the quantity of 
notes issued, it is due to moral and psychological causes, 
the menaces of Poincaré, the unfavourable balance of trade 
of Germany, besides many other factors. ‘The printing of 
notes is merely one of many causes. Moreover, German 
commerce requires these notes. The other day, when the 
printers struck, emergency men had to be brought in to 
continue note-printing.” This he regarded as something 
between a necessity and a fine stroke of policy. 

He was selected to make the ceremonial speech to-day 
in the Reichstag on the Third Anniversary of the Consti- 
tution. A Protestant, a Professor, and an ex-Artilleryman. 
Like Wirth, Hummel served on most of the fronts and 
behaved with marked distinction. He looks back on the 
war quite without bitterness. 


Bern, August 11, 1922.—One of the comedy-tragedy 
episodes of the visit of the Committee of Guarantees to 
Berlin was the payment by the German Government of 
their railway expenses, including their special car, which 
waited here six weeks. ‘This was done in 20-mark notes, 
and it required seven office boys with huge waste-paper- 
baskets full of these notes to carry the full sum from the 
office down to the railway station. 


Bern, August 15, 1922.—Had a further opportunity 
yesterday of meeting Tchitcherin unofficially. 

Heis still detained in Berlin by some minor malady of the 
throat, for which he is being treated by a German specialist. 
He looks pretty ill and is to undergo some operation to-day. 
He reminds one of a rather amiable and agreeable snake— 
not devoid of kindly feeling towards the world in general 
and towards rabbits in particular, provided they surrender 
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their lives without too much fuss. Like many historical 
characters accused of wholesale cruelty he is sensitive and 
humane almost to exaggeration in regard to minor acts 
of bloodshed : he will not shoot game as he cannot bear 
to see an animal killed—and he crosses the street to avoid 
a butcher’s shop. At the same time, the fangs are there 
at the disposal of theoretical conceptions fanatically held. 
Ir is still uncertain whether he is out of favour in Moscow. 
He talks as if he could resume direction of the Ministry 
of Foreign Affairs at will; but I am doubtful. 

YesTERDay his main theme was French militaristic ambi- 
tions and the fact that the anti-Soviet Revolutionary Party 
in Russia are merely the agents of the French War Office 
and the French spy organisation. He alleged that this 
was proved up to the hilt by documents which the Soviet 
had seized in Moscow, some of which were published a 
few days ago in the Rote Fahne—the communist paper 
here. ‘To my mind these documents do not prove much, 
but Tchitcherin stated that only a small portion has been 
published, and the cumulative effect of the whole collection 
was overpowering. They proved an elaborate system of 
French organisation and intrigue to overthrow the Moscow 
Government through the agency of the people who have 
just been tried in Moscow. ‘They further proved that 
Benes was merely a docile instrument in the hands of Paris. 
TCHITCHERIN constantly expressed his astonishment at 
what he considered the false French policy regarding 
Russia. He could not understand why they were so hostile 
to the Soviet. Was it that the French Press had previously 
received large subsidies from Russia, and that this source 
of income had now dried up? As far as the Soviet was 
concerned, they had never been hostile to friendly relations 
with France. It was true that after the Koltchak and 
Wrangel expeditions, public opinion in Russia was violently 
excited, on nationalistic grounds, against the Entente. 
Recently public opinion in Russia had been brought round 
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as regards England by Lloyd George’s intelligent attitude. 
But they remained excited and hostile about France. 
This, however, was the French fault and not the Russian 
fault. Russia was genuinely desirous of getting on better 
terms with Europe. She wanted two things—de jure 
recognition of the Government, and credits. Tchitcherin 
appeared to recognise that credits from Government to 
Government were out of the question, and he did not seem 
to have any clear programme as to how to give adequate 
security for credits from private firms, without infringing 
sacred Soviet principles. 

Tue Communists could not sacrifice their fundamental 
thesis regarding the rights of the State and the private 
individual. 

As regards foreign politics, Tchitcherin appeared very 
fully informed, more fully than accurately. He has 
definite views as to the objects and ambitions of every 
Government in Europe, and definite information regarding 
the individual opinion of each member of every Government. 
EvIDENTLY very suspicious of the Petite Entente, and of 
their domination by France. Benes he regards as a rene- 
gade from Slavdom. Both Czechs and Yugo-Slavs owe 
racial allegiance to Slav Russia, rather than to Latin France. 
ReGARDING Rumania, he said that the Rumanians had 
lately adopted a more hostile attitude towards Russia. 
They had opposed opening negotiations regarding the 
frontier except with the antecedent proviso that Russia 
gave way, 4 initio, on all points. This hostile proposal 
probably emanated from Paris. On the other hand, the 
death of ‘Take Jonescu was, in a measure, balm in Gilead. 
A secTIon of opinion here—mainly Jewish—is very active 
in endeavouring to create closer co-operation between 
Germany and Russia—with a view to counteracting French 
hegemony and militarism. The Russian response, how- 
ever, does not ring very clear or true and the definite 
results attained are, so far, small. 
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Bern, August 16, 1922.—The Chancellor dined with me 
last night. ‘The American Ambassador and one or two 
others to meet him. 

Wirt said that the day he had just been through had 
been one of the worst in his experierice ; however, it was 
reviving to drink good wine after so severe a trial. It had 
been one of the worst moments in the history of Germany. 
The mark had fallen to below 1,000 to the dollar, as 
compared with 5 to the dollar, its par price. He had 
been inundated by visitors, many of them in a state of 
semi-panic about the financial crisis: many, also, with 
absurd proposals, urging him to forbid this and that, and 
especially to prohibit import into Germany of all luxuries, 
tobacco, silks, wine, etc. He had replied: “ If I forbid 
the introduction of these articles I will turn all the countries 
who send them here into hostile elements. Moreover, 
even if they are forbidden officially, it would not prevent 
a good deal coming in illicitly.” 

Tue Chancellor told me that he had more important com- 
munications than the above, in the shape of letters from 
German industrialists established in Alsace-Lorraine, urging 
that now the Entente was at an end, Germany should come 
to some private agreement with France—in the industrial 
domain this would not be difficult. The same idea had 
also been put forward by a leading financier of Berlin, 
whose name he did not give me. He considered this an 
insane and impossible line of policy for Germany, but it was 
of interest since he suspected that the initiative in this 
matter had come from Paris. 3 

Tue American Ambassador told me that he had received 
news from Paris from the best quarters that the disposition 
there regarding Reparations is extremely conciliatory. 
Tuis may be—but I do not see much sign of it. 


BERLIN, August 21, 1922.—Bradbury arrived last night 
and came to dinner. We sat up till 12 o’clock discussing 
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the position. He has wise and sound views regarding the 
necessity of currency reform and the stoppage of note 
issues as the only basis of improvement. Suspension of 
the printing press must precede any real stabilisation of 
the mark. He hopes to obtain from the German Govern- 
ment “ productive guarantees ”’ (not necessarily, or, indeed, 
preferably, Poincaré’s) which will enable them to carry 
an adequate moratorium in the Reparation Commission— 
that is to say, a moratorium for gold payments up to the 
end of 1922. This would permit a re-examination of 
the whole question by the Supreme Council in November, 
leading possibly to a loan. 

REGARDING 1923 and 1924, Bradbury quite rightly holds 
that the only moratorium which would give Germany 
a chance of financial stability is complete suspension of 
payments of reparation during 1923 and 1924, not only 
in gold butinkind. He believes that Mauclére (the French 
Reparationist with him) also regards this as a necessity, 
although, of course, he will not say it. No one has yet 
had the courage to put forward this view that payment in 
kind must be suspended as well as payment in cash, the 
obvious reason for suspending both being that payment in 
kind involves practically as much note issuing by the 
German Government as payment in gold. Few people 
understand this. 

I put strongly to him that any solution which does not 
include control of the Reichsbank, with corresponding 
control of floating debt and note issues, is quite futile 
as a solid improvement. 

Tue news that sanctions were avoided might give a 
temporary fillip to the mark, but nothing is of any real 
validity, except knowledge that the flood proceeding from 
the printing press is dammed. 

Tue more I consider the position regarding reparation, 
the more inclined I am to think that most of the discussions 
of the Supreme Council, and most of the negotiations 
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between the Committee of Guarantees and the German 
Government, have been devoted to points of little im- 
portance and of no immediate urgency. 

Poincar#’s attitude is that of a teacher who is constantly 
rapping a pupil on the knuckles, not realising that he 1s 
moribund. All the minor specific guarantees—forests, 
mines, customs, etc.—will be quite inoperative if there is 
a general financial collapse. The general system requires 
treatment, not the minor ailment. 


On August 1, 1922, Lord Balfour addressed to the Allied 
Ambassadors and Ministers in London a striking Note on the 
question of Reparation and War Debts. ‘The latter question, 
in Allied opinion, had always been closely connected with that 
of Reparation, but the two had never before been welded 
together in so definite and concrete a manner. While Lord 
Balfour, in the course of the Note, requested Great Britain’s 
Allied debtors to make arrangements for the payment of the 
money which His Majesty’s Government had advanced to 
them during the war, he explained that the amount required 
depended “not so much on what the Allies ewed to Great 
Britain as on what Great Britain owed America.” ‘The 
outstanding passage of the Note, which was received with 
acclamation in Germany, stated that “this country would be 
prepared to abandon all further right to German Reparation and 
all claims to repayment by her Allies in respect of loans or by 
Germany in respect of reparations, provided that this renun- 
ciation formed part of a general plan by which this great problem 
could be dealt with as a whole and find a satisfactory solution.” 
Tue Balfour Note, which made the cancellation or curtailment 
of the payments, both of Germany and of the Allies, to Great 
Britain conditional upon the cancellation or curtailment of 
the claims of the United States upon Great Britain in respect 
of her war indebtedness, had not the effect intended and desired 
by these offers. It was misread by America as suggesting that 
Great Britain was reluctant to discharge in full her financial 
obligations to the Washington Treasury. It was interpreted 
by Great Britain’s Allied debtors as a hint that, on her own, 
Great Britain would be unwilling to annul or omit any sub- 
stantial portion of their indebtedness unless such a sacrifice were 
compensated by a corresponding one on America’s part. 


BERLIN, August 21, 1922.—Bradbury tells me there was 
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great resistance in the Cabinet to the Balfour Note, the 
principal opponent being Horne, who was supported by 
Blackett. Balfour was quite doubtful in the early stages 
of discussion, but fell in love with his own production, when 
the draft had been prepared. Winston was the main 
advocate of the Note. : 


Bern, August 22, 1922.—Telegraphed London yesterday 
saying that the only chance of stopping the panic was 
effective and striking action assuring the public of equi- 
librium in Budget and the cessation of note issues. 

I oucur perhaps to have said “‘ spectacular or dramatic ”’ 
action, as being clearer than “‘ striking.” My thought is 
this—that even if agreement is come to between the 
German Government and Bradbury, even if a moratorium 
is granted and a Conference arranged for November, a 
continued panic in the mark is probable unless the imme- 
diate cause of the fall of the mark—1i.e. the continuous 
outpouring of notes from the printing press—is stopped. 
It will require a surgical operation to get this into the heads 
of authorities here ; nothing short of trepanning will do it. 


BERLIN, August 23, 1922.—Regarding the negotiations 
between the German heavy industry and France, a reliable 
informant says that the proposal from the French side had 
been that the German companies should give about 25 per 
cent. of their capital, possibly as preference capital, to the 
French Government, as part of reparation. If this was 
done the French industry promised financial support, great 
improvement in frontier regulations, full interchange of 
coal and iron to best joint advantage, and a complete 
alteration in the French Government’s attitude towards 
Germany. Stinnes is in favour of some deal of this kind. 


Otto Wolff is hostile. 


Bern, August 23, 1922.—A reason for anxiety is the 
catastrophe of Austria. This cannot be regarded as an 
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isolated fact without influence upon surrounding countries. 
It may prove the beginning of a general demand for a 
modification of the conditions of the Treaty of Versailles. 
The Austrian Chancellor, Dr. Seipel, arrived here last 
night, and dined at the Austrian Legation. The Chancellor 
and leading members of the German Foreign Office 
were invited to meet him. I gather that Dr. Seipel 
merely put questions, and that no replies were vouch- 
safed from the German side. There is to be another 
meeting to-day at 12 o’clock, when the German replies 
will be given. 

PresuMaBLy they will be extremely cautious. It is most 
desirable that they should be, for no more unfavourable 
moment could be selected than the present for any experi- 
ment on the part of Germany, contrary to Treaties in force. 
However, I am almost surprised by the warmth of the 
sympathy for Austria which is expressed. The papers 
all say that the Austrians are of German blood, and that 
it is impossible for Germany to witness an Austrian collapse 
without doing something to evince her sympathy. More- 
over, many Germans are inclined to see in the fate of 
Austria an omen of what the fate of Germany will be 
after a few months more of reparation and inflation. 
The German mark appears to follow the Austrian crown 
at an interval of one year. 

Dr. Serpe told his hearers last night that the conditions 
of life in the lower classes in Austria were terrible. Even 
the lot of the middle classes was harassing to behold. 
Tuer Delegation of the Reparation Commission is here, 
but they have not yet got to grips with the German Govern- 
ment regarding the additional ‘‘ gages productifs,” which 
are said to be necessary in order to obtain a unanimous 
vote of the Reparation Commission in favour of a mora- 
tor1um. It is impossible to forecast what the result of 
this negotiation will be. The chances of failure and 
success are approximately even. 
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BERLIN, August 24, 1922.—Wirth is in a state of great 
nervous tension : he said to-day that with the catastrophic 
fall in the mark it was becoming quite doubtful whether 
Germany could obtain sufficient food to feed the population 
during the next winter. He must put food before repa- 
ration : he had already said this, and hé would stick to it. 
With the valuta where it was, he was convinced that 
Germany could not continue payment in kind through 
the winter: she must have a complete moratorium or 
breathing-space. 

He then discussed the question of the German proposal 
to make a deposit of 50 million gold marks as a guarantee 
against possible deficiencies in wood and coal. He was 
very averse to this proposal, as Germany had not the money 
to make the deposit. All her funds abroad were required 
to secure food. I asked him whether the proposal had 
been accepted in Paris : if it had been accepted would it 
not be rash to reject it? Bradbury considered that it was 
an easier solution for Germany than he had expected. 
(As a matter of fact, Poincaré declined the proposal as soon 
as he heard of it.) 

Wirt discussed the visit of the Austrian Chancellor, 
and told me that he had laid down the following proposi- 
tions, and told them frankly to Dr. Seipel : 

THERE must be no talk of ‘‘ Anschluss” as long as the 
Reparation Question was unsettled. Europe was enough 
troubled about reparation without having a second problem. 
Further, as long as reparation was unsettled, no sensible 
person in Austria could wish for ‘‘ Anschluss’’ with 
Germany. 

Wutite I was talking to Wirth a card was brought in giving 
the dollar exchange at 1,837—an enormous fall since 
yesterday. 


I rounp Wirth more strained than I have yet seen him. 


Beruin, August 25, 1922.—Among the devices for 
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improving German finance, one is put forward by certain 
Socialists, to the following effect : 

Aut landed proprietors who have borrowed on mortgage 
have, owing to the fall in the mark, been relieved of 
399/400ths of their debt. The saine applies to other 
debtors and to companies who borrowed on debenture. 
Ir is suggested that the State might step in and claim from 
those who have thus been relieved a portion—25 or 50 


per cent.—of the benefit they have experienced. 


BERLIN, August 26, 1922.—Although not much was said 
between the Germans and Austrians, and although little 
of what was said has been publicly reported, the meeting 
was not without significance. What impresses me is the 
tacit assumption of a reciprocal attitude as of betrothed 
lovers, who have deferred marriage for several reasons: 
partly because they have not enough to marry on ; partly 
because a marriage would make a great fuss in the world 
at the present moment ; partly because neither has spirit 
enough left for an adventure. 

THE marriage, when it comes, will be one neither of passion 
nor of interest. Neither is very fond of the other ; neither 
thinks the other a very desirable life companion ; both 
have grave doubts regarding the religious convictions and 
the bank balance of the other ; yet both are apparently 
resigned to go forward with the project almost fatalistically. 
‘Tue advice given here was, I think, roughly that Austria 
should preferably have nothing to do with anyone; but if 
connection with someone was inevitable, Italy was less 
undesirable than either Czecho-Slovakia or Yugo-Slavia. 


BerLin, August 26, 1922.—The general impression left 
on the German mind by the recent negotiations between 
the Reparation Commission and the German Government 
is that both Mauclére and Bradbury were anxious to arrive 
at a sensible arrangement, but that Mauclére was much 
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hampered by the obstinacy of Paris, and its possible 
desire to break rather than to arrange. 

BrapsBury made a very favourable impression. He is 
able, honest, and courageous ; a little doctrinaire, somewhat 
long in exposition, but of his ability there can be no doubt. 
He is inclined, through honesty, to accentuate the objections 
to any scheme he proposes, and he over-emphasises the 
defects and weaknesses of his own side. For instance, he 
went out of his way to tell the Germans that, in the event 
of France taking isolated action, England would not inter- 
fere, but would adopt an attitude of “‘ surly neutrality.” 
The phrase has stuck in the German mind. 

Brappury is interesting. A paragon of technical ability, 
he impresses his colleagues not only with his knowledge of 
finance, but with the evident fact that he is above the usual 
political considerations of opportunism. It is not uncom- 
mon in the higher level of civil servants to find men who 
regard themselves as animated by motives of a purer origin 
than those which guide the ordinary politician. They 
are convinced that popular approval is less sought by them 
and that nothing conflicts with their obedience to the 
teaching of theoretical wisdom. Unfounded as. this 
belief is in most instances, it is really justified in Bradbury. 
He is unaffected by any consideration outside the realm 
of pure knowledge and technical teaching. 

Tar a given course would be popular arouses suspicion 
in his mind and tends to alienate rather than to attract 
him. Prime Ministers may endeavour to exercise their 
authority—colleagues may combine in hostility, and pass 
unanimous votes; Bradbury is adamant. He holds to 
what his professional probity prescribes, and. defies 
alike the Powers of Political Darkness and of Diplomatic 
Expediency. 

I am perhaps not a fair judge of Bradbury’s merits, having 
been obsessed through life by the Gladstonian passion for 
Treasury Officials, usually esteemed so narrow, so sen- 


O2 AN AMBASSADOR OF PEACE 


tentious, so aloof. To me they appear men of singular 
wisdom and charm. But, allowance made for this mental 
bias, I cannot be wrong in attributing to Bradbury perhaps 
the highest place among those who contributed to an 
equitable solution of the Reparation Question. What he 
has achieved is much; what he prevented is far more. 
Without him, the worst follies would have been committed. 
Cromer used to say that the Treasury would wreck the 
Empire with its narrow fiscality. In 1920-23 a repre- 
sentative of the Treasury has done much to keep Europe 
from error and disaster. 


Bertin, August 26, 1922.—Met the American Ambassador 
this afternoon, who said, “1 know a great many things ; 
how much do you know?” But I could not get from 
him what the deuce it was. He said, ‘‘ We are almost 
at war ”’; but whether he meant America and England, 
or France and Germany, or some other .complication, 
I have no idea. & 


BERLIN, August 26, 1922.—To-day 500 marks are required 
to purchase what 1 mark would have bought during the 
month of the Brussels Conference. At that time it seemed 
possible to obtain a considerable annual payment from 
Germany on account of reparation. To-day it is recognised 
by all moderate authorities that a considerable period must 
elapse during which nothing can be paid, while the total 
eventual payment conceivable is a small fraction only of the 
figure thought possible in December 1920. 

Wuart are the causes of this disastrous change ? 

MaInty two: 

(1) Tuat the Powers endeavoured to fix a final amount 
of reparation before making an adequate examination of 
the real capacity of Germany. 

(2) Tuar they endeavoured to extract each month a maxi- 
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mum payment in cash or in kind, instead of ensuring first 
of all that the financial position of Germany was sound, 
that the budget balanced, and that German payments 
were not based upon inflation. 

Tue Brussels Experts, in December 1920, recommended 
that a trial period of two or five years should be agreed to, 
during which German finance should be under surveillance, 
the final amount of reparation only being fixed when 
adequate knowledge had been obtained. They also drew 
attention to the urgent and immediate importance of 
stopping increased issues of paper-money. Neither of 
these recommendations was adopted by the Supreme 
Council, which endeavoured, at the Paris Conference of 
January-February 1921, to fix the total indebtedness of 
Germany at once, and which did not take any adequate 
measures to ensure that inflation did not continue. Asa 
matter of fact, by demanding enormous deliveries in kind, 
in the belief that deliveries in kind did not unfavourably 
affect the exchange, or require fresh issues of notes, they 
pushed the German Government, who were only too 
willing to be pushed, into an enormous increase of the note 
circulation. 

Ir may be asked why German financial circles submitted 
to this policy. It is difficult to give a satisfactory answer 
or to absolve them from considerable blame. The 
manufacturing interests considered that a falling valuta 
gave them advantage in the export market, and they 
apparently forgot that while their annual profits were 
thus temporarily increased, their capital was seriously and 
rapidly diminished and their country ruined. The banks 
had no similar interests, except on account of the profit 
they might make from mark speculation; but this was 
insignificant compared with the loss of capital by mark 
depreciation. Knowledge of currency laws—particularly 
of the quantitative theory—is incredibly absent in all 
German circles, the cleverest men attributing mark 
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depreciation to “ balance of trade’ (Rathenau), “ wicked 
speculation’ (Bergmann), and such-like false causes. 
The management of the Reichsbank has been deplorable. 
It has constantly represented to the Government that a 
refusal to print more notes would lead to an absence of 
adequate circulation to pay wages at the end of the month. 
It has exerted no brake at all on the flagrant inflation which 
the Government have carried through. 

Porncarft, who may be wrong on many points, and has 
certainly done more than anyone to retard the restoration 
of peaceful conditions, is undoubtedly right in his criticisms 
of German currency inflation. 

Tue only sound course would have been to put stabilisation 
of German currency in the fore-front as a prior charge to 
all payments. Germany should have said, “I will pay 
reparation to the full extent of my ability subject to the 
condition that I will not, in order to make payments either 
in gold or in kind, increase my note circulation.” The 
Germans say that they had not the courage to do that, 
and it would have produced a storm in Paris. As a 
matter of fact, they had not the desire to do it, nor the 
conviction that it was necessary and indispensable. 

Tue English Government have, on the whole, taken sound 
views on the subject, but they have not pressed their 
views sufficiently and have not adequately realised the 
imperative necessity of stopping inflation; but they are 
incomparably less responsible for the parlous state of 
German finance than either the German Government itself 
or the French Government: the former through folly 
and ignorance; the latter through Shylockism, bad 
information, or possibly, profound policy. 

Tue French view that Germany, prosperous and rich, 
is merely avoiding payment through bad faith, has never 
been true. To-day it is less true than it ever was. 
Germany’s apparent prosperity is unhealthy and fictitious, 
and is a characteristic instance of the results of inflation: 
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no human brain has yet discovered a means of terminating 
such a currency debauch except by a catastrophe or a long 
and painful process of convalescence. 

Tue curious fact is that while the precedent of the Assignats 
of the French Republic (1793-95) would be of the greatest 
possible value, nobody knows much what happened, or 
how precisely Assignats were demonetised and replaced 
by new currency. 

Turxisu history would probably give the best examples 
of demonetisation, as they have constantly had fictitious 
currencies which in process of time have fallen in value 
and finally disappeared. Indeed, while we talk here of 
the Turkification of Germany—meaning allied financial 
control—it might—strange as it may seem—be more 
expedient to talk of Turkification in the sense of bringing 
over one or two Turkish officials as currency experts. 
They could not be less effective than the Frankfurt and 
Hamburg bankers have been—with all their reputation. 
Looxine back over the whole reparation negotiations up 
to date, the real criticism is that an endeavour has been 
made to build superstructure without getting the founda- 
tion right; or, to change the metaphor, to milk the cow 
without taking care of the cow’s health. 

Att this folly necessarily recoils on those who have perpe- 
trated and tolerated it. The principal sufferer is Germany, 
but the interests of the Entente in particular, and the whole 
world in general, suffer by the reaction. 


BERLIN, August 28, 1922.—Last Thursday—August 24— 
the night before Bradbury and Mauclére left for Paris, 
Bradbury dined here. I had invited von Simson to meet 
him, and at the last minute arranged that the Chancellor 
should come too. 

THE conversation was quite frank and full. Bradbury 
expressed regret that his proposal of a modified accepta- 
tion of the Poincaré guarantees regarding mines and 
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forests had been rejected almost out of hand by the 
German Government. He said that this solution, while 
apparently favourable to the French contention—in 
fact, so favourable that they could not well refuse 
their assent to it—was in reality favourable to Germany 
in the sense that Entente rights over the property 
to be pledged, i.e. the mines and forests, had to be 
preceded by so many steps and so many decisions by 
impartial authorities that in practice very little danger 
threatened. 

Wirt, however, and to a minor degree Simson, would not 
hear of any pledge concerning mines, and still less concern- 
ing forests. Wirth said no Government would survive 
in Germany who even debated such a question. 

I supporteD the Bradbury proposal and gave it as my 
view that the Germans had rejected his scheme without 
full apprehension or discussion of it. It had this immense 
advantage, that it ensured a majority, if not unanimity, 
at the Reparation Commission in favour of a moratorium, 
and rendered the French negative doubtful or difficult. 
The alternative scheme, namely, the Stinnes guarantees, 
could only be proposed to the French, who if they desired 
a break, could devise a thousand reasons for doing so, 
At the end, von Simson appeared a little, not much, 
shaken ; Wirth not shaken at all. His partiality for the 
Stinnes alternative was strengthened by the arrival of 
Hirsch, Under-Secretary of the Ministry of Finance, 
who came in to announce that an agreement had been come 
to with Stinnes and the other big industrials. Hirsch 
himself thought this combination a marvellous one, and 
appeared to believe that the Stinnes influence in Paris 
through big French industrials would ensure its acceptance 
by the French Government. One rather gathered that 
Stinnes must have already talked in Paris on the subject, 
and had possibly received some pledges. However, this 
is only impression and surmise. 
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BERLIN, August 28, 1922.—Visits to Berlin by the Repara- cHar. 
tion Commission and the Committee of Guarantees are 

: oe August 
desirable—they have resulted in a better comprehension ‘1922 
of the true facts in Germany. Their immediate effect 
on the mark has, however, been disastrous. During the 
recent visit of the Reparation Commission Delegation the 
mark fell from 5,500 to 8,800 to the pound sterling. 
During the previous visits of the Committee of Guarantees 
(September 1921) the mark fell from 350 to 650, and 
(July 1922) from 1,800 to 2,400. 
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Berlin as “‘ The Gate to the East”—British Trade with Russia—An 
Austrian statesman on Central Europe—The Afghan Mission in Berlin 
—Quarrel between Wirth and Stinnes—Turkey: a 1914 retrospect 
—L. G.’s resiliency in a crisis—France and Mustapha Kemal—General 
Weygand on Balkan armies—The Poincaré-Curzon dispute at Paris 
Conference—Germans’ offer to fight Turks—German expert on Turkey’s 
aims—Turks and Bolsheviks. 


ERLIN, August 30, 1922.—The phrase “ The Gate 
Be the East.’ is somewhat theoretical and vague, but 

it expresses approximately what Berlin is becoming. 
The Treaty of Rapallo between Germany and Russia has 
so far disappointed both signatories. It has, however, 
produced this result, that Berlin is full of Russian Delegates 
and Representatives, with their spies and counter-spies, 
while representatives of commercial, financial, and, to a 
less degree, political interests of Western Europe travel 
here to meet them. 
Wiruin the last few weeks there have been two or three 
important English financial representatives here who have 
been in close touch with the Soviet people. Then there 
has been the arrival of a French political agent. Also 
rumours of American feelers. 
So far much of practical importance has not resulted, but 
these conversations are likely to continue and will certainly 
lead to prolonged discussion and an infinity of rumours, 
if not to large business or definite results. 


BERLIN, August 30, 1922.—My attitude towards English 
commercial and financial representatives who have called 
here (re negotiations with Russia) has been that personally 
I am against any close connection between private busi- 


ness interests and Government departments. Negotiations 
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carried on by private interests under the superior direction 
and control of a Government lead, in nine cases out of ten, 
to no contract being signed, and in the tenth case to the 
signature of a bad contract. Therefore, if they are wise, 
private interests will keep clear of the fostering hand of a 
paternal or maternal Government. i 
BERLIN, August 30, 1922.—The people who know Russia 
best and are closest to her, like the Swedes, constantly 
repeat that no foreign nation has ever done well out of 
investments in Russia. ‘This is probably true, but not, 
I think, characteristically true in the case of Germany. 
It is more true as regards Sweden, Belgium, and France. 
From the point of view of English policy a big question 
presents itself—is a large Russia desirable? America 
is strongly for it, presumably as a counterpoise to Japan. 
English interests, I think, are much more certainly against 
it. As long as there is a strong Russia, India is, to 
a considerable extent, menaced. ‘The Balkanisation of 
Central Europe is bad, but the Balkanisation of Central 
Asia would be an unquestionable relief to English policy. 
Even as regards the Black Sea and the Mediterranean, 
a Russia divided into different States, whose commercial 
interests overpowered her political ambition, would make 
our position far more secure than in the event of the re- 
establishment of a powerful Empire. A separatist policy 
for the Ukraine would unquestionably lead to a safer and 
more healthy position in the Black Sea, and would facilitate 
commercial control of the Straits, as opposed to political 
control. 

On this question of the Straits, it may be asked whether 
the régime of the last hundred years, i.e. a relatively 
weak Turkey, is not the best available, or is not, at any 
rate, preferable to control by an international body, 
which might well become the tool of some anti-English 
coalition. 
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Ber1in, August 30, 1922.—What the future system of 
alliances in Europe will be is still uncertain. At the present 
moment, the battle array—for such it is—consists on one 
side of France, supported by the Petite Entente and Poland, 
versus a looser combination centering on Germany and 
vaguely consisting of Russia, Austria, and Hungary. A 
glance at the map will show how ungeographical this ar- 
rangement is—so ungeographical that it must be unstable. 
Or course, geographical considerations alone are not a 
deciding factor—racial affinities play an increasing part, 
and traditional political attachments a decreasing, but still 
considerable one. Perhaps I should say traditional 
political and racial antipathies, more than traditional 
political attachments. 

Tue Poles are a standing instance. Their speciality is to 
quarrel with their nearest neighbours. But they cannot 
quarrel with all neighbours equally—there must be 
degrees and gradations. Essentially Poland is Central 
European ; essentially Czecho-Slovakiais Pan-Slav. This, 
if not counteracted by other influences, would lead to some 
kind of arrangement between Germany and Poland versus 
Czechs and other Slavs. Geographically, agreement on 
these lines is appropriate —racially it is not so, for Germans 
and Poles neither like nor respect one another. Thus, 
while they are in many points complementary, they have 
not hitherto co-operated. Is this permanent? Possibly 
not—for antipathy between Russians and Poles is even 
stronger than between Germans and Poles. 

Human y speaking, Russia and Poland will never be long 
on the same side. One of the dominant questions which 
will affect future arrangements is the relationship between 
France and Russia. Personally I regard a rapprochement 
between France and Russia as probable, and this will 
involve the abandonment of Poland by France. Russia’s 
two essential demands are—or will be—‘‘ money and a 
Polish head on a charger.” 
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Tuere are several important reasons for agreement between 
Russia and France. In the first place, Russians appeal 
to the French imagination and have a powerful attraction 
for them. Like the Syrians, they have or had the art of 
inveigling the French to a degree unattainable by other 
nations. ; 

Tue same fascination is exercised by the Armenians on 
the English. No M.P. of normal calibre can resist an 
Armenian approach. 

Bur to return to Russia. The French public is the only 
one in Europe, perhaps in the world, which would be 
prepared to invest large sums of money in Russia, and 
money is the main thing that Russia cares for, after world 
revolution. I doubt whether the English investing public 
will ever put much money into Russia, and they are 
unquestionably wise in exercising caution. The French 
tried it and lost their money. This will not prevent 
their doing it again. 


BERLIN, August 31, 1922.—An interesting conversation 
to-day with the cleverest Austrian here, a former Minister, 
who was a good deal in Berlin during the war on various 
missions, and is well acquainted with all that matters in 
Central Europe. He said : 
As regards the union of Austria and Germany—this will 
undoubtedly come. The large majority of Austrians are 
keen about it, and opinion in Germany has come round 
in its favour. } 
Tue real fact was that two incompatible alliances were 
fighting for the mastery in Central Europe: 
A Norru and South Alliance between Germany, 
Austria, and Italy. 
An East and West Alliance between France, 
Czecho-Slovakia, and Poland. 
Tuese two electrical connections cross one another in 
South Germany, notably in Bavaria. As the two connec- 
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tions cross, both cannot be maintained : one has to give 
way to the other. 

Ir the East and West Alliance triumphs, France becomes 
supreme, not only in Central Europe, but also in the Near 
East and in Turkey, for Yugo-Slavia‘and Rumania would 
dominate the situation there. 

Rerurninc to the ‘ Anschluss,” the Austrian said: 
“There is no real reason why anybody should object to 
the junction of Austria with Germany, least of all France. 
The most certain result of this union would be to strengthen 
in Germany the anti-Prussian, and therefore peace-loving, 
element. South Germany, which was Catholic and mild, 
would gain at the cost of the more aggressive and barbaric 
Prussia. The old argument used by those in Germany 
who were against the union, i.e. that it would enfeeble 
and emasculate Germany, might indeed be used with great 
truth in France. 

As for the idea that Prussia would convert the South 
Germans into something more virile than they naturally 
were, he thought such apprehension groundless. 

He went on to develop the theory that Berlin was really 
not German at all, but an American city planted in Germany 
and temporarily dominating it. Berlin remained essentially 
non-German and foreign. It was as though Sydney or 
Melbourne had become the capital of the British Empire. 
Tue theory, if paradoxical, is clever and amusing ; super- 
ficially, and to the eye, it is fairly true, for Berlin, with its 
broad, regular streets and squares at fixed intervals, with 
an entire absence both of the picturesque and the squalid, 
is much more like an American than a European city. 

He further said : ‘“‘ The only possible fate of the town of 
Vienna is to be German. The Czechs do not want it, 
first, because they are too fond of Prague; secondly, because 
the annexation of Austria would strengthen unduly the 
German element which already has too large a vote, accord- 
ing to Czech ideas, within their present frontiers. Simi- 
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larly, the Yugo-Slavs do not want it, in th 
in a kind of Alsace-Lorraine, and destrdy facial unity. : 

, eptember / 
Vienna had too magnificent an equipmen of reultural — 1922 ve y) 
institutions, museums, universities, etc., for the ‘porpdse OF ARTS T 3, Gs 
any but a large country. It would be a white elephant fo — 
a small nation of low cultural development.” 
OF course, these views are held by a man who is pro- 
German and pro-“ Anschluss.” ‘They are frankly partisan, 
but they throw light on the Central European problem. 


BERLIN, September 4, 1922.—The Afghan Mission here 
wants a good deal of watching. Undoubtedly they are 
too much interested in the export of arms, and they have 
probably closer relations with the Soviet Delegation than 
appears on the surface. The impression I got the other 
day was of great intimacy with Tchitcherin. 
ARRANGEMENTS made for the European education of future 
Afghan generations appear to me to require revision. 
They have a school here of some fifty students, aged ten to 
twenty, and apparently a similar schoolin Paris. Nothing 
in England, so they said, but I can hardly credit it. The 
boys I saw at the school here were quite intelligent and 
sharp : almost all Mohammedan. ‘They were under the 
charge of a Turk of military appearance, but it was declared 
that their education was in the main engineering and 
electricity. Some of them talked English ; the majority 
only German, and not much of that. 

Tue only English alumnus I saw was the son of the Minister 
for Foreign Affairs, who told me he was going to Magdalen 
College, Oxford, and would be there for four years. He 
made a better impression than any of the others. 

Ir would seem undesirable to allow continental education 
to predominate among the youth of Afghanistan. The 
old story about Orientals educated in Paris is apt to repeat 
itself: “‘ Parti sanglier, il est revenu cochon.” Education 
in Germany makes oriental youths far too military : 
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education in Paris makes them decadent. We ought to 
press for the larger number who come to Europe being 
educated in England. 


Bern, September 7, 1922.—The personal quarrel between 
Wirth and Stinnes has reached an acute stage. Wirth 
says, ‘“‘ | must keep this pestilent fellow down”: Stinnes 
tells his intimates that Wirth is incapable, nothing but a 
schoolmaster, and must go unless he accepts advice. The 
particular advice he is required to accept consists, for the 
moment, in the dismissal of von Haniel (State Secretary 
for Foreign Affairs), the appointment of a Volkspartei 
Minister of Reconstruction and Minister of Foreign 
Affairs, together with cordial support of the Stinnes broker- 
age profits on deliveries in kind. 

Or the two men there is no question that Wirth is much 
the more honest and reliable. He has rendered great 
service during the last year, not only to Germany, but to 
Europe ; whereas Stinnes’ only appearance’ on the inter- 
national stage was at Spa, where he made a deplorable 
impression. Stinnes is violent, vindictive, and, like so 
many Germans who are exceptionally clever in their par- 
ticular sphere—cf. Ludendorff—politically wrong-headed. 
He is also quite intractable. 

I HAVE never made out exactly what impression he brought 
back from London last autumn, but the dominant feeling 
was disappointment that something he had hoped to bring 
off did not materialise. This appears to have coloured 
his subsequent conduct. 

He remains in close touch with the American Embassy 
here, and they feel, rightly or wrongly, a certain amount of 
confidence in him—together with an exalted opinion of his 
talents. 


Lonpon, September 25, 1922.—The opinion is widely 
held in Germany that if the question of the Turkish 
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warships in England in 1914 had been handled with some 
little knowledge of the forces in operation in the Near 
East, the entry of Turkey into the war could have been 
avoided. 

Tuts is confirmed by a prominent business man with whom 
I lunched to-day. He says that he was in close touch with 
the Turkish Embassy in 1914, and is quite convinced 
that if the Turks had been treated generously they could 
have been kept out of the war. ‘They only asked that the 
ships which were taken from them should be restored at 
the close of hostilities. Instead of this, a payment was 
received from the Turkish Government on a Saturday; 
the next day, Sunday, the ships were confiscated without 
compensation, without even any formal notification to the 
Turkish Government. It was an action the Turks never 
forgave. 

A Few months previously, May 1914, Messrs. Vickers 
had concluded a contract with the Turkish Government 
for the re-equipment of all their dockyards and for the 
construction of a large number of warships, the contract 
to last thirty years. It was the best contract Vickers 
ever signed, not so much from the money point of view as 
from that of English influence. 


Lonpon, September 25, 1922.—Whether right or wrong 
in his political judgments, Lloyd George has a resilient 
temperament. During the last week, when all his calcula- 
tions regarding Turkey and Greece had gone wrong, and 
when he must have felt that he has blundered in the 
conduct of English policy in the Near East, he remained 
quite unperturbed and even cheerful. His line is to say 
that, if England had supported the Greeks as strongly as 
the French had supported the Turks, the whole trend of 
affairs would have been altered. He evidently wishes we 
had done so. ‘Talking confidentially, he says that the 
Turks are nothing but barbarians, but he does not speak 
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bitterly of them, though he is dominated by the Little Bethel 
mentality and by old Gladstonian ideas on this subject. 
His mind appears completely closed to all arguments 
opposed to his prepossessions and prejudices. 

NeEvER was a man as cheerful and gay in adversity and 


difficulty as L. G. 


Lonpon, September 28, 1922.—Saw Lloyd George im- 
mediately before the official meeting of the Cabinet. 

I rotp him, and Lord Curzon, that a severe financial and 
economic crisis in Germany was imminent. Note printing 
was now pushed with frenzy. This policy could only 
have one end. 

I atso told L. G. that in my view we could still bring 
the Turks round; they liked, feared, and respected us more 
than they did either the French or Italians. He replied: 
“* But the Greeks will not evacuate Thrace.” 


Paris, September 30, 1922.—The following «comes from 
a French group in close touch with Kemal. They are 
elated at his success and proud of their share in it, but 
not, I think, altogether comfortable. They do not quite 
like the outlook regarding the capitulations, regarding 
Syria, regarding the demanded suppression of the Council 
of the Debt. Kemal, if he can carry the assent of Angora— 
which is doubtful—will propose fairly moderate terms. 
He will press for Turkish administration in Thrace, but 
not for Turkish troops. He will suggest that Entente 
troops should clear up Thrace and put out the Greek 
irregulars. Regarding Chanak, his idea is to make the 
neutral zone a “ no man’s land.” 

Kemat individually cares neither for Constantinople nor 
for the Straits. Constantinople is too exposed; the 
Straits have always been a source of trouble. His ambition 
is a new capital safe away on the plateau of Asia Minor. 
Thence he would extend Turkish dominion to the Caucasus 
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and Baku. In these parts the Turks would find popula- 
tions they could assimilate, instead of what they consider 
the wretched Rayahs on the AXgean coast who had not 
had the sense in 400 years to become good Turks or good 
Mohammedans. 

A very surprising feature is the close touch between Angora 
and Serbia. This is promoted through French agencies. 
The Yugo-Slavs have no idea of being cut out by Bulgaria 
in the good graces of Angora. 

As regards the Russians, the Turks say : ‘‘ You ask why 
we are pro-Soviet. The answer is simple—so long as the 
Soviets are in power, there is no Russia. That is what 
our policy requires. We hate communism, but we take 
arms and supplies where we can get them. As for the 
Russian army, it is useless outside Russia.”’ 

DisciPLinE in Kemal’s army is said to be good. Supplies 
of merchandise in Asia Minor are more considerable than 
generally believed, but the Angora Government has no 
money. 


Paris, October 1, 1922.—General Weygand 1 came to lunch 
with me yesterday. Foch is away. Weygand just the 
same as in Poland—very clear and intelligent—and cordial. 
For some strange reason he appears to regard me as a 
fellow-soldier, and abuses the incapacity of diplomatists. 
Says there is an infallible method of breaking up a 
diplomatic conference. Produce maps—in five minutes 
the room is empty but for the interpreters, who are left 
with no one to interpret to. 

WeycanpD realises that, on present lines, there is no re- 
paration coming from Germany. He counts absolutely in 
any conceivable crisis upon the full support of French 
policy by the Czechs, the Serbs, the Rumanians, and the 
Poles. They are solid behind France. Any attempt to 
detach Rumania will fail. 


1 See portrait of General Weygand, Vol. I, p. 45. 
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He does not think much of Kemal’s army, though impressed 
with the rapidity of their advance. ‘Their discipline is 
good, but their heavy equipment defective. He does not 
believe in a war. Kemal would be fairly reasonable if 
he could bring Angora round. Why should he not be? 
The terms were very favourable to Turkey—Angora would 
be foolish to refuse. Perhaps the Assembly there would be 
intractable, but he hoped not. France had two reasons 
for withdrawing from Chanak—policy and strategy. The 
two pointed in the same direction. The French did not 
want to quarrel with the Turks, and they thought the 
Chanak position dangerous—water behind and both flanks 
exposed. He was not as strong against the topographical 
position as I expected, but still very critical. 

Hz seems to realise that somebody has got to stop the Turks 
somewhere if there is to be any security in the East, but 
he does not see the possibility of any Christian combination 
against Islam. The Balkan peoples are. much more 
hostile to one another than they are to the “Turks : the 
Serb has become just what Austria was and is essentially 
friendly to Turkey, or, at any rate, ready to deal with 
Turkey. 

Asout Russia, Weygand anticipates a split up into several 
semi-independent units, and is not far from thinking this 
the best solution. ‘The West could penetrate then through 
the Ukraine, which is the richest point, and gradually 
recivilise the rest. The base of western commerce must 
be the Black Sea and Odessa. 

I sarp to him, rather with a view to hear what he would say 
than as expressing my own view: “I will make a para- 
doxical forecast. In ten years France will have joined 
Russia and abandoned Poland. The Poles will make 
friends with Germany.’ He did not resent this as I 
expected, but said, “ Well, Germany and Poland have 
1,400 kilometres of common frontier. Poland requires 
protection from Germany—Germany requires labourers 


AUGUST ——OCTOBER) 1.9 2:2 109 


from Poland. There are more impossible things than what 
you forecast.” 

AzouT armies—he says the Polish army has made great 
progress. The Serbian army is, however, much the best 
in Central Europe, wonderful in endurance and spirit. 
Rumanian officers were constantly coming to him—he is 
often astonished at their clear, logical, Latin minds—so 
he takes measures to find out more about them. The 
reply is always, “‘ The officer you name is quite worthless, 
except as a talker. This he does admirably.” 


In mid-September the Turkish crisis was at its height. Ata 
meeting of the British Cabinet, Mr. Lloyd George proposed 
that the Governments of Serbia and Rumania be invited to 
be represented at the Conference which it was intended to hold 
with the Turks for the purpose of bringing about a Turco- 
Greek Peace. This move was designed to secure for Great 
Britain at that Conference the support of two Powers one of 
which—Rumania—had an equal interest with Great Britain 
in not allowing the Turks again to close the Straits, while the 
other—Serbia—could have no interest in allowing the reoccu- 
pation by Turkey of Eastern Thrace with the renewed possi- 
bility of a Turco-Bulgarian alliance against her. 

Tue policy was wise and adroit. France, as the Ally of both 
Serbia and Rumania, could not do less for them than Great 
Britain was doing, and if France had to consent to Serbian and 
Rumanian representation at the Conference, the Italian objec- 
tions would be of no avail. “The announcement of the British 
Cabinet’s decision caused a considerable and favourable impres- 
sion. This impression was offset two days later by the issue from 
Downing Street of a communiqué couched in flamboyant 
language appealing to the Dominions, as well as to Serbia, 
Rumania, and Greece, to take up arms in defence of the freedom 
of the Straits and of civilisation. This publication not only 
infuriated, by its reference to Greece, both the French and the 
Italians, but also the bulk of British opinion, which resented its 
bellicose tone. M. Poincaré responded by ordering the French 
troops which were stationed on the eastern shores of the Straits 
to withdraw to the western shores and not to co-operate with 
the British troops in any military action with the Turkish army. 
ITALy issued similar instructions to her contingents, so that the 
British forces at the Chanak andScutari bridgeheads found them- 
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selves isolated without either French or Italian support. “There- 
upon, a section of the Cabinet who held that wisdom and safety 
could only lie in agreement with France, urged the immediate 
despatch of Lord Curzon to Paris in order to re-establish the 
Anglo-French diplomatic front. Lord Birkenhead was desired 
by some of his colleagues to accompany Lord Curzon, but the 
latter declined any offer of such collaboration. Lord Curzon’s 
first action on meeting M. Poincaré was to complain bitterly 
of the conduct of the French Government in ordering its troops 
up the Straits to desert their British comrades at the hour of 
danger. Moreover, on the evening of his arrival in Paris, 
Lord Curzon despatched one of his private secretaries—an 
expert on Balkan affairs—to the Rumanian Minister in 
Paris, M. Diamandy, urging him to impress upon his 
Government the need for Rumania to back up with her 
diplomacy, and if necessary her army, the British defence of 
the Straits at Constantinople against a Turkish attack. ‘This 
news reached M. Poincaré on the morrow, when he in his 
turn violently upbraided Lord Curzon for the latter’s alleged 
endeavour to seduce Rumania (France’s ally) from her French 
allegiance. Meanwhile, in London, some interesting develop- 
ments were taking place behind the scenes. Rumania’s Govern- 
ment, in reply to a direct query from Mr. Lloyd George, had 
intimated that it might send a division of picked troops to the 
Straits, to support the British occupation army there ; but before 
definitely undertaking to do this it required of the British 
Government certain financial assurances and the gift or the loan 
of the artillery which it still lacked. Negotiations, however, 
between the Rumanian representative in London and the British 
War Office, which was not in harmony with Lloyd George’s 
Near Eastern policy, proved abortive, as the War Office insisted 
that any guns which it might send to Rumania must be paid 
for immediately in cash. Owing to this succession of hitches 
and misunderstandings, the whole plan for Anglo-Rumanian 
co-operation regarding the Straits fell through. On the other 
hand, in reply to similar inquiries from London as to the 
possibility of Serbian military assistance, the cautious M. 
Pasitch replied that Serbia would be willing to co-operate - 
militarily with the Great Powers if they were all agreed in 
considering her co-operation a useful measure. 

As the outcome of Lord Curzon’s conference in Paris with 
M. Poincaré and Count Sforza, the Italian Ambassador there, 
it was agreed by the Entente Powers to open up negotiations 


with the High Command of the Turkish Nationalist Army 
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for the conclusion of an armistice—the Turks meanwhile to 
refrain from any further advance. ‘There followed the Mudania 
Conference, at which the Turks were represented by Ismet 
Pasha and the Allies by General Sir Charles Harington, 
accompanied by his French and Italian colleagues. 

Ar frequent intervals during this Conference M. Franklin- 
Bouillon, who was ona special but ill-defined mission to Turkey, 
endeavoured to interfere with the negotiations and to overrule 
both the French High Commissioner and the French High 
Command. Finally, after protracted negotiations, the Mudania 
Convention was adopted and signed. Whilst it stayed the 
reoccupation by Mustapha Kemal’s army of Constantinople 
and the Straits—pending the conclusion of a final Treaty of 
Peace between Turkey and the Allies—it sanctioned the 
restoration of Turkish rule in Eastern Thrace—which the 
Greek army had to evacuate and where Turkish rule was to be 
upheld by a limited force of Turkish gendarmerie. 


BEruin, October 3, 1922.—On Wednesday last Curzon 
had given Poincaré a solid five hours’ oration on the ini- 
quity of France deserting us at Chanak. P. took it quietly. 
On Friday morning he (Poincaré) was told by the Ru- 
manians that England had secretly threatened Rumania 
almost with rupture of relations, if she did not assist 
Christendom on the Bosphorus. This was done by 
G. C.’s secretary, who saw the Rumanian Minister in 
Paris. 

Tuts tampering with a pet protégé of France, accompanied 
by something akin to bullying, excited Poincaré’s most 
violent feelings; so when Curzon began the afternoon 
meeting with further reproaches of disloyalty, P. flared up 
and delivered a philippic oration lasting twenty minutes. 
Wuart exactly he said I do not know, but it was unpre- 
cedented in asperity. 

Curzon apparently collapsed. 

Harpincz was there and stepped in to suggest an adjourn- 
ment. 

THE two protagonists were separated and taken to different 
rooms, where they were fanned and flapped by their seconds, 


CHAP. 
IV 


October 
1922 


I1I2 AN AMBASSADOR OF PEACE 


bottle-holders, and private secretaries. Hardinge assisted 
in the administration of restoratives, and endeavoured, not 
without success, to restore peace. He advised Curzon 
to withdraw his imputation of disloyalty, but P. was not 
satisfied by a simple withdrawal ; he must receive a full 
recantation ‘“‘en pleine conférence.” Finally, Hardinge, 
speaking as British Ambassador, made a statement which 
satisfied Poincaré. The quarrel was patched up somehow ; 
both sides apologised for the violence of the language into 
which their feelings had betrayed them; but, while now 
peace reigns again, I doubt if the scene will ever escape 
the memory of G. C., who remembers so much, or of 
Poincaré, who never forgets or forgives anything. 


BERLIN, October 6, 1922.—Numerous applications have 
been received from ex-German officers, by members of this 
Embassy, asking to serve in the English forces against 
Turkey. Some of the applicants state that they have 
experience of Turkey and could render particularly useful 
service. A good many of them served in various capacities 
with the Turks during the war. It is probable that the 
Kemalists have received similar offers from German officers 
to serve against us; but there is not much love lost between 
Germany and Turkey. The Turks are bitter about the 
failure of Germany to punish the assassins of Talaat Pasha. 
I am told that the Germans never got on well with the 
Turks, and Germany only maintained the Turkish alliance 
by bullying plus bribery. 

I rinp no traces here of the alleged German delight at 
a supposed set-back to English diplomacy in Turkey. 
The Germans have a kind of idea that somehow or other 
we shall end by getting the best of it in the Near East. 
So far from there being rejoicing at any diminution of 
English prestige, it would be a source of very general regret. 


Beruin, October 14, 1922.—The following reaches me 
from a fairly reliable source here: 


—— as 
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Rexations between Moscow and Angora are not as good 
as the Russians make out. This may be deduced from the 
fact that the Russians proclaim they are ideally good ; but 
there are other, if not more sure, indications. The Turks 
are disappointed at the amount of arms and ammunition 
obtained from Moscow. They have found that Moscow 
promises are liable to a liberal discount. The Turks say 
quite frankly that the amount of arms and ammunition 
with which the recent campaign was conducted was in- 
credibly small. They also say that the best arms and 
ammunition they have recently had have come from an 
English firm, not from either Russia or France. 

Mostem visitors to Moscow, who went there believing 
in a great Russian revival, have returned with the conclusion 
that the Moscow crowd are just “‘ Yahudi’”’ and not likely 
to be much lasting good toIslam. They are also convinced 
that the old Russian anti-Turkish policy will revive, being 
in the nature of things and probably fore-ordained by Allah. 
Even regarding the freedom of the Straits question, 
Turkey could be detached from Russia. 


u—8 
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Chancellor on German outlook—Stresemann ‘on Ebert—A letter from 
Napoleon—Final repercussions of Rapallo—Impressions from Moscow 
—Luncheon with foreign currency experts—Maltzan on Herriot’s visit 
to Russia—Cold reception of currency experts—A talk between Wirth 
and Barthou—How to avoid worry—Currency experts’ report on 
stabilisation of the mark. 


ERLIN, October 17, 1922.—A long conversation with 

the Chancellor this morning, on his return to Berlin. 

The holiday has done him good, and he is evidently 
prepared to buckle to with vigour. He spoke with great 
freedom and frankness. 
REGARDING currency and finance—Wirth regarded the 
outlook as extremely grave, although the parties seemed 
more inclined to co-operate. The Government proposed 
to invite certain foreign experts to comésto Berlin to 
advise measures to arrest the fall of the mark—among 
others, Professor Cassel of Stockholm, Professor Keynes, 
and probably an American and a French expert. Wirth 
was afraid that if no decisive measures were taken the dollar 
rate might fall further to 4,000. My own view is that this 
fall is a matter not of probability, but of certainty. 
Tue Chancellor was evidently perturbed at news from 
Paris saying the French Government intended to propose 
that the occupation of the Rhineland by French troops as 
a pledge for reparation should become permanent. He 
said, “This raises a new question of extreme gravity, 
when we all need rest and quiet. When the Austrian 
Government applied to Berlin for assistance, I made 
a negative and dilatory reply, as I was anxious to avoid 
raising fresh problems in Central Europe. Why do the 
French raise again the Rhineland question in its acutest 
form ?” 
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BERLIN, October 17, 1922.—Stresemann came to luncheon 
to-day. As intelligent as ever, and more urbane—his 
voice is less resonant and metallic, and he no longer com- 
mences as if he was addressing a public meeting. 

He said: “‘ Well, what I told you the other day has come 
true. We shall not have a Presidential Election : Ebert’s 
term of office will be prolonged. I am almost certain I 
can bring the Socialist parties in to agree to this. Should 
it go through I believe the Volkspartei will join the Govern- 
ment, or rather I should have believed it had it not been 
so near coming through on four previous occasions. 
Whenever we get to this stage something happens. The 
first time there was the Kapp puzssch, the next time Erzberger 
was murdered, the third time poor Rathenau fell. 

“T am not quite sure how far Wirth really wants us. It 
is not easy to see where his policy leads. Ebert is 
different \—he is as open as the day. 

“THE curious thing about the election or re-election of 
Ebert, who is characteristically a man of the people, is 
that the people do not like him, while all the intellectuals 
do. Whenever I mention his name in the better quarters 
it is applauded to the echo. His speeches are first-rate. 
The truth is the German people cannot stand a President 
in a high hat. ‘They think he looks peculiar at a review. 
They must have a military uniform with plenty of orders. 
If it is a mere question of wearing a high hat and looking 
common in it, each member of the public thinks he can 
do that for himself. 

““ Ir is absolutely necessary to strengthen the Government. 
We must have a Government that in case of necessity 
will shoot. Germany cannot stand Bolshevism fomenting 
mischief. There must be shooting. Perhaps we shall 
bring Noske back—he was a good man, and shot in case 
of necessity. Even the Majority Socialists agree that 
order has got to be maintained with vigour. 

1 PresipenT of German Republic. See Vol. I, p. 304. 
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Bee “* As for labour troubles, I believe the workmen in Germany 
— _ would readily assent to work more, provided that the extra 
October 5 ”? 
1922 work helped Germany and did not go.to France. 


ArEADy in the early part of 1922 considerable dissatisfaction 
had been expressed with the continuance of the Coalition 
Government by a large section of the Conservative Party, 
particularly among the younger Conservative politicians, 
including the Under-Secretaries of State. They felt that the 
continuation of the Coalition Government might endanger the 
future prospects of the Conservative Party as an Independent 
entity and that it might be compromised by what they held to 
be the mistakes and unpopularity of Mr. Lloyd George’s 
foreign policy. 

Tue failure of the Genoa Conference in the spring and the Irish 
settlement brought this dissatisfaction to a head. ‘The leaders 
of the party, however, adhered loyally to Mr. Lloyd George 
until the Chanak crisis in September, and the general alarm at 
the possibility of a war between Turkey and Great Britain did 
away with the restraining influence which Mr. Balfour, Mr. 
Churchill, and Mr. Austen Chamberlain and Lord Birkenhead 
had hitherto been able to exercise over their followers. 

THE revolt of the younger leaders of the rank and file culminated 
on October 19 ina meeting at the Carlton Club, where, despite 
the appeal of Mr. Balfour, a large majority was found in favour 
of a resolution demanding the dissolution of the Coalition 
Government and the establishment of a Conservative Govern- 
ment under Mr. Bonar Law, who, under pressure, had consented 
to resume leadership of the party. 

On learning of the result of the Carlton Club meeting, Mr. 
Lloyd George tendered his resignation to the King, 


Bern, October 19, 1922.—Resignation of Lloyd George. 
October 23, 1922.—Bonar Law takes office. 


BEruin, October 22, 1922.—Since the Treaty of Rapallo 
communist organisations in Germany—particularly in 
Berlin—have increased. The number of Russians—both re- 
actionaries and Communists—here increases daily: hardly 
a day passes without a new Russian bar or restaurant 
being opened, and artistic life is becoming increasingly 
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Muscovite. Some compare this migration to those which 
followed the fall of Constantinople and the Revocation of 
the Edict of Nantes. But it is doubtful whether the result 
will be similar. 


BERLIN, October 23, 1922.—The following extract from a 
letter from Napoleon to Daru, who was then the French 
Representative in Prussia, affords an interesting historical 
parallel. 


Napoleon to Daru (French Representative in Prussia) 


Sept. 26, 1807. 
M. Daru, 
I aM in receipt of your letter of September 18. I beg you 
not to sign the definitive treaty about the contributions 
till you have submitted it to me. My sine qua non is, first, 
a hundred and fifty millions ; secondly, payment in good 
commercial paper ; and if that is impossible, and I must 
content myself with the King’s bills, it is my intention to 
hold the places Stettin, Glogau, and Kustrin with 6,000 men 
as a garrison in each of them, until these bills are fully met; 
and as these 18,000 men would occasion me additional 
expense, it is my intention that the expenses of pay, provision, 
dress, and board of these 18,000 men should be charged 
to the King. 
I ruink I have already instructed you to notify that if 
these conditions are not accepted you will declare null the 
article of the treaty which relates to the convention of 
evacuation, and put distraint on the revenues of the months 
of September and October for the use of the army ; in 
fact, it is my intention in this case to take possession of all 
the revenues. 
NAPOLEON. 


Beruin, October 27, 1922.—The Treaty between Germany 
and Russia, signed at Rapallo, has now been in force some 
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six months, but both countries are disappointed at the scanty 
results so far attained. No commercial benefit has ensued 
—insignificant quantities of goods have been exchanged. 
Nor has much progress been made in the matter of future 
contracts. Most of the German representatives who have 
been to Russia have returned disappointed. They 
invariably find the process of negotiation long and tedious : 
signature, after appearing certain, is often delayed or 
refused. As has been graphically said, “‘ The Soviets 
are Jews in making a contract, and Russians in carrying 
it out; i.e. in the first case minute and punctilious, in the 
second lax and unreliable.”’ 

Art the time of signature of the Treaty the view generally 
held was that it would lead to military co-operation of a 
dangerous character between Germany and Russia. In 
the event, this has not occurred. My view has always 
been that the political tendencies of the military elements 
in the two countries are so opposed that either would loathe 
connection with the other. German military circles are 
essentially monarchical and reactionary. Russian military 
circles are communistic. Nothing is at all likely to weld 
these two forces together except extreme pressure from 
outside. 


BERLIN, October 28, 1922.—Lloyd George, instead of 
being popular in Russia, is peculiarly disliked. When he 
fell, the Russian papers were jubilant. The Russians 
regard Genoa as a great success for them, because L. G.’s 
schemes were foiled. This sounds extraordinary, and 
suggests a want of perspicacity and gratitude. Probably 
this is due to their having expected more from L. G. than 
he could carry out—probably also to the fact that what they 
really want is money ; words without cash are useless to 
them. 


Bern, October 28, 1922.—A member of the British 
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Commercial Mission at Moscow called here to-day on 
his way to London on leave. 

THE best witness of conditions in Moscow that I have 
seen. Rather under the influence of the atmosphere, 
but as sane as anyone can be who has been two years ’in 
Russia. He says that after a year in Moscow, one’s 
critical faculty is shocked by life as portrayed in the 
Tatler, and one comes to regard English civilisation as 
futile, vulgar, and snobbish. He paints conditions in 
Moscow as still distressingly uncomfortable ; families 
with several children living in one or two rooms ; life 
very dear ; general amenities small,—but he contends that, 
on this basis, Russians are quite contented. As no one 
is better off than “A,” “A” is quite happy with what 
he suffers or enjoys. 

Lenin is still supreme ; after him come Trotsky, Radek, 
and two or three others who are less known in Europe. 
Litvinoff, on a much lower scale. Tchitcherin, appreciated 
but not influential. With the exception of Trotsky, who 
is something of a Don Juan, they all lead hard-working, 
ascetic lives, more or less similar to that of the Jesuits. 
It is not so easy to become a Bolshevik—your actions are 
watched for two years, and you are only admitted to the 
order if this ordeal is passed without a stain. 

WuetTuHe_R the right policy for England is a frigid correct- 
ness towards the Bolsheviks is doubtful. Experience 
does not go to confirm it. 

Recarpinc Central Asia, my informant holds the view 
that the Bolsheviks are concentrating more and more upon 
Russia proper. As their funds diminish they have less 
left for external propaganda, while their internal difficulties 
absorb increasing attention. 

As for the Straits—they would abandon the Turks if they 
could obtain through international agreement what they 
want for the Dardanelles. This is complete commercial 
freedom, complete prohibition of ships of war, no 
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fortifications : they would engage not to create a Black 
Sea fleet. 

Aut this, of course, is what my informant says and is 
tinged by Muscovite propaganda, but it is not the less 
illuminating. , 


Bertin, October 29, 1922.—Luncheon yesterday at the 
Dutch Legation to meet Vissering, the head of the Dutch 
State Bank, one of the experts invited here by the German 
Government. He has a great European reputation and 
his advice carries weight, but I believe that American and 
English currency experts have broader views than their 
continental colleagues. In the present juncture, however, 
even Vissering shines by contrast with the great minds of 
Berlin finance. All of these hold, or pretend to hold, 
that the fall in the mark is not caused by the vast currency | 
issues which are being made, and assert moreover that a 
continuation of these issues is a necessity. . . . Apart from 
what appears to be incomprehension of the ‘position, they 
have a dogged determination that nothing can be done 
until reparation has been settled on a basis which they think 
satisfactory. Persistence in this view has, however, led 
to the ruin of German finance, accompanied by a more than 
partial destruction of their own fortunes. 


Bern, November 1, 1922.—The position of currency here 
to-day is interesting. The depreciation caused by excessive 
issues of currency has been such that the gold value of the 
circulating medium in Germany to-day is only £20 million 
sterling as against a normal circulation before the war of 
£275 million sterling. How the business of the country . 
can be carried on with so small a volume of currency is 
beyond me. It is clear that the remedy is not to increase 
the already enormous amount of circulating paper, for 
such an increase will merely depreciate the gold value 
further. The remedy is to increase the value by restricting 
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and regulating supply. Stability could be obtained at a 
level considerably above the present, but it is probably 
wiser to select a level not too far removed from the present 
one. Once currency stability is assured, other problems 
can be tackled with a fair chance of success. 


Bern, November 4, 1922.—The German Government are 
negotiating with the Russians for the extension of Rapallo 
to the Ukraine, Georgia, and Chita. Germany has refused 
to extend the Treaty to Khiwa and Bokhara: partly 
because it might offend English susceptibilities ; partly 
because they regard Central Asia as the future objective of 
the Turks, and that they are unwilling to treat it as ex- 
clusively Russian. 

Tue German Government are discussing a Commercial 
Treaty with Lithuania, also on the basis of Rapallo. 

In conversation, I asked Baron Maltzan his view regarding 
the Herriot Mission’ and the working of the Rapallo 


1 Ir had been announced from Paris earlier in the autumn that M. Herriot, 
the leader of the French Radical Socialist group, was proceeding to Moscow 
on a mission, the exact status and character of which were left, no doubt for 
reasons of policy, in the dark. By some it was supposed that the mission was 
of a purely private and party character, i.e. that M. Herriot, in accordance 
with the Radical Socialist programme—that both political and commercial 
relations between France and Soviet Russia should be placed on a friendly 
footing—had no official or semi-official mandate from M. Poincaré and the 
Government. By others it was held, on the contrary, that M. Herriot’s 
mission had the tacit acquiescence, and even approval, of the French Premier. 
The truth lay probably midway, and wasincidentally explained by the personal 
friendship which, political differences notwithstanding, was known to exist 
between M. Poincaré and M. Herriot. The latter could never have gone 
on such a mission without the Premier’s assent, although this assent was 
probably given on the clear understanding that M. Herriot could give no 
formal undertaking to the Soviet Government on behalf of France. All 
he could do was to explore the possibility of a Franco-Russian rapprochement 
which would have benefited French banking and French industry and might 
ultimately have led to the re-establishment in some new form of the old 
Franco-Russian Alliance, thereby weakening the ties between Soviet Russia 
and Germany. In the event, the results of M. Herriot’s mission proved 
disappointing under both heads, 
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Treaty. He said: ‘‘ Had we not signed the Rapallo 
Treaty we should have been very alarmed by the Herriot 
Mission. We should have feared joint action by France 
and Russia under Article 116 of the Treaty of Versailles, 
to our detriment, and we should have expected some agree- 
ment between Russia and France, under which France 
obtained in Russia special rights. The Rapallo Treaty, 
however, protects us from any danger under Article 116, 
and it further gives us most-favoured-nation rights, so that 
anything the Russians may give to France, they have to 
extend to us. So, although according to our information 
Herriot gained considerable influence in Russia, and made 
an excellent impression, we are not so much alarmed as we 
otherwise should have been. I still, however, think that 
within a short space of time there will be a French official 
representative at Moscow.” 


Berun, November 6, 1922.—Currency Experts—or, to 
speak more correctly, people who assume to: be oracles on 
currency—have a sad fate. During life they empty every 
room in which they hold forth, and death finds them in 
madhouses. 

Ber.in has been deluged with these gentlemen for the last 
week, and still survives ; but currency has gone to the devil. 
WE have had two lots of performers—the official repara- 
tion experts, who were imposed by Providence, and the 
free experts, who were selected. 
Tue former are old acquaintances—they have many qualities 
both of heart and head, but they have one fatal defect— 
they frighten the mark. The moment they appear the 
mark bolts: this time it has got quite out of control, in 
a headlong flight towards the abyss. 

Tuis catastrophe cannot fairly be attributed to any action 
on their part—it occurs before they open their lips. 
What they say is rather sensible and reassuring than 
otherwise, 
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Peruaps it may be attributed to their appearance which is 
that of undertakers—one cannot avoid the impression that 
they have come to discuss the rival merits of cremation 
and interment—with a strong bias towards a ‘‘ handsome 
funeral.” 
In early days official experts looked’askance at the free 
experts : they were jealous that their province had been 
invaded—they feared lest the calling in of new men should 
imply a slur on their own past performance—they were 
alarmed at some fresh fashion in obsequies. 
Burt Berlin society has shown skill and tact, and has bridged 
the gulf. At first the free experts were invited to enter- 
tainments after dinner—like actresses with doubtful pasts— 
“just as artists” ; then it was arranged for them to meet 
reparationists ‘‘as individuals’’ at casual teas; to-day 
they are invited together to luncheon ; to-morrow they 
will dine at the same official table at the American Em- 
bassy. All this is for the best. 
Our only hope of safety lies—certainly not in native 
swords and native ranks; nor in the Reparation Com- 
mission, which is too much under political direction to 
permit the success that the great intelligence of individual 
members deserves,—but in the free experts, who have 
some very clever men among them, and the requisite 
ballast of dull ones to lend respectability. 
I contiNvE to think that the position is not irretrievable— 
given a certain number of non-existent or doubtfully 
existent conditions—notably, skill on the part of Germany, 
breadth on the part of France. 
THERE is one reassuring fact—the fall of the mark has 
been overdone: it has gone far beyond the physical 
facts ; German Finance is dying beyond its means. 

In currency matters 

the fault of the Dutch 
Is in knowing too little 
and talking too much, 
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aoe With a time-serving gesture 
the Swiss are content 
asi And would humour the French 


to the top of their bent. 


Open Exchange ! 
Open Exchange ! 
That will limit the mark 
to a circumscribed range, 


Scientific yet bold 
What though Stinnes may scold 
We will make Father Havenstein? 
Play up his gold. 


Bertin, November 7, 1922.—Germany may fairly claim 
that, in the whole course of history, no dog has ever run 
after its own tail with the speed of their Reichsbank. The 
discredit they throw on their own notes increases even 
faster than the volume of notes in circulatiohs The effect 
is greater than the cause ; the tail goes faster than the dog. 


Bertin, November 8, 1922.—Barthou, the French repa- 
rationist, is no doubt extremely clever and agreeable. 
During his visit here he has been active and skilful, and has 
given interviews to a large number of leading Germans, 
both politicians and industrials. Regarding most of them 
he has formed what are probably quite wrong impressions 
—but that is not the point : the point is that he has seen 
them and talked things over with them in a more or less 
friendly way. Up to the present, French representatives 
have been out of touch with all but a small section. 

I wap a long talk with Barthou and the Chancellor last 
night at dinner at the American Embassy. The following 
was said : 

BartHou : “ You havea very heavy task, Mr. Chancellor, 


1 PresipenT of the Reichsbank, See Vol. I, p. 115. 
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but you should not make heavy weather of it. Take my 
advice: do not read the papers; particularly do not read 
those that attack you. The most important thing for a 
political leader is to have a reliable friend who can be 
trusted to sift the papers, and only give him what is really 
essential, suppressing offensive attacks. I have a man who 
does this for me. I did not bring him to Germany, as he 
does not know the language; but I never read any news- 
paper he does not give me. Old Clemenceau told me this 
dodge years ago. He said: ‘ Les journaux—je m’en 
fiche’; j¢ ne les lis pas.’ ”’ 

WirtH: “I begin reading the papers at seven in the 
morning, and I go through them all myself.” 

Bartuou : “‘ That is why you look worried. You are a 
much younger man than Lord D’Abernon and myself, 
but you won’t last as long if you go on those lines. 

“TuerE is another thing I strongly advise—keep off the 
question of the responsibility for the Great War. What 
is the good of stirring up this question? Leave it to 
history. Your speech the other day brought out Poincaré 
in a bitter attack : further, it has induced Viviani to write 
his infernal memoirs. What is the good of that? These 
recollections merely stir up animosity and prolong hate.” 
Wirt: “I assure you my speech the other day was 
absolutely necessary. Internal politics required it. How 
many speeches on the same subject has not Poincaré 
made? I have only made one in reply.” 

Bartuou : “ I hope that means, Mr. Chancellor, that you 
will not make another. Believe me, it is a sterile and a 
dangerous discussion. Let us bury it.” 

In further intimate conversations with Barthou I gained 
the impression that he thinks Wirth is sure to fall. Also 
he thinks, although he did not say it, that he himself has 
contributed a good deal to his downfall, and that France 
will be able to get on better with the Volkspartei, Stinnes 
and Company. Quite a doubtful opinion. 
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I sarp to Barthou: ‘‘ What do you expect to achieve 
during your visit to Berlin?’ He was not very explicit 
in his answer, saying he could decide nothing, that he had 
to report, etc., but he either politely or genuinely appeared 
impressed when I told him, as my private opinion—“ the 
best—probably the only—definite result the Reparation 
Commission can achieve is the stabilisation of the mark. 
If you carry away this result, and nothing else, you will have 
done a great work ; even if you lay the foundation of it, 
you will have deserved well of the world. Can you not 
concentrate on this?” 

Tatxinc of a mutual acquaintance in Paris, he made a 
delightful answer: ‘‘ Don’t mention him—I might be 
tempted to agree with you.” 


Berun, November 10, 1922.—The Four Free Experts— 
Keynes (England), Cassel (Stockholm), Jenks (America), 
and Brand (England)—have sent in their Report on the 
stabilisation of the mark. The main declarations in this 
Report are as follows : 

(1) ImmepraTe stabilisation is Boosie by means of 
Germany’s own efforts, given certain conditions. 

(2) Given stabilisation and relief from present extraordin- 
ary charges, the budget can be brought into equilibrium. 
(3) Eguitisrium in the budget is in the long run necessary 
to the success of stabilisation, but stabilisation can be begun 
without preliminary equilibrium. On the other hand, 
equilibrium cannot be obtained without previous stabili- 
sation. 

(4) A ForzIcn loan to assist stabilisation, though useful, 
is not indispensable. 

(5) Tue alleged passive balance of trade, between exports 
and imports, is not proved ; it is probably non-existent, 
and in any case is not an insuperable obstacle to stabilisation. 
With a sound currency the adverse balance of trade, if 
existent, will correct itself. 
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(6) Tue deficit must be made good from increased revenue, 
decreased expenditure, from internal funded loans, and not 
from increased inflation. 

(7) No scheme of stabilisation can be permanently sound 
without a final settlement of the Reparation Question; but 
stabilisation can be begun in advance of a definitive 
setttlement. 

(8) Reparation paid from fresh inflation and not from a 
real surplus is fatal to a sound currency. 

(9) In some respects Germany’s currency and gold position 
is exceptionally favourable, and should render certain the 
success of a scheme for stabilising the dollar between 
3,000 and 3,500. 

(10) Retizr for a given period from reparation payments is 
a pre-condition of stabilisation. 

WirtuH these statements I am in general accord: they 
appear to give the essential facts of the position. 

Tue Report is, in my judgment, the most important 
document which has been drawn up in the recent course 
of the reparation controversy. It may possibly prove a 
turning-point in the rapid deterioration of the financial 
position of Germany. 

THE recommendations submitted should enable the German 
Government to stabilise exchange at the level suggested— 
i.e. between 3,000 and 3,500 marks to the dollar—without 
any grave risk of failure, provided certain conditions are 
fulfilled. The chief of these conditions are that Germany 
should be freed during a period of two years from the pay- 
ment of reparation, both in cash and in kind, at any rate 
in so far as such payments cause inflation—and that the 
Reichsbank should place its free gold at the disposal of the 
proposed Board of Exchange Control. 

Ir remains to be seen (i) whether German financial and 
industrial circles will co-operate, and whether the German 
Government will have the requisite energy and decision to 
act ; (ii) whether the Powers will agree, and in the event 
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of agreement will supply the energy and decision the 
German Government may lack. 

Tue French Delegation on the Reparation Commission 
had a strong prejudice against any recommendations 
proceeding from Professors Keynes and Cassel, considering 
these authorities unduly partial to Germany. The fact, 
however, that the Keynes-Cassel Report was obviously 
unpleasing to the German Government, in that they en- 
deavoured to sidetrack it, has caused the French to recon- 
sider their opinion and reflect that strictures on German 
finance and intelligent recommendations for its improve- 
ment are not to be flouted even when their origin is so 
suspect. 

As a matter of fact, the proposals, broadly considered, are 
those best calculated to obtain the largest amount of 
reparation for France and other creditors at the earliest 
practicable date. I see no other method offering equal 
hope of success. 

Ir one assumes, for the sake of argument, that Germany is 
either an unwilling or a dishonest debtor, it is clear that her 
most powerful weapon hitherto for avoiding the claims of 
reparation has been the deterioration of the mark through 
inflation. ‘The position created by the catastrophic fall of 
exchange is such that it has been impossible for anybody 
—whether statesman, financial expert, or professor—to 
form a valid opinion as to the real capacity of Germany to 
effect payment. It will only be when this element of obscu- 
rity and uncertainty is removed that a serious judgment 
regarding the possibilities of the situation can be formed. 
FarLure to recognise the truth of this, and the application 
of menace, not to stop inflation, but to obtain an increase of 
immediate payments both in cash and in kind (a policy 
which directly and indirectly stimulated inflation), has been 
the root cause of the failure to obtain a satisfactory solution 
of the whole problem. 

Iv may be hoped that in the light of the Report of the Four 
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Experts this policy will now be modified. There are still 
grave difficulties to be overcome, both inside and outside 
Germany, before a reasonable reparation scheme can be set 
going, but a firm attitude in support of the recommenda- 
tions of the Four Experts may quite probably lead to a 
restoration of German finance, and the payment of a large 
amount of reparation within a reasonable time.? 


1 Tue result of the above-mentioned admirable Report was disappointing. 
It received not the smallest attention, either from the Allies or from 
Germany. Creditor and debtor—who agreed in nothing else—agreed in 
ignoring it. 
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CHAPTER VI 
NOVEMBER—DECEMBER 1922 


Chancellor on reparations—Turkish views—A new German Ministry— 
Cuno as Chancellor—Socialist revolt against Wirth Cabinet—Lord 
D’Abernon on future of Russo-German relations—In London again: 
Bonar Law on reparations—Maltzan appointed Secretary of State: 
A view of his character—A Czech on European outlook—New French 
Ambassador: M. de Margerie—Inner story of the fall of the 
Coalition Government in England—The eve of the Paris Conference. 


ERLIN, November 11, 1922.—Called on the Chancellor 

this morning and discussed the recent negotiations 

with the Reparation Commission and the Foreign 
Experts., — 
Tue Chancellor said that the last fortnight had not given 
any satisfactory result. The members of the Reparation 
Commission seemed all to have different views. The 
Belgian Delegate had urged the German Government at 
all costs to avoid using the word “‘ moratotium,”’ and had 
said that the essential point was to arrive at the convocation 
of a Bankers’ Committee ; if this were called together all 
would be well, but the word “‘ moratorium ”’ must not be 
breathed above a whisper. Sir John Bradbury had taken 
precisely the opposite standpoint, and, speaking in his own 
name alone, had expressed the view that unless the 
German Government took courage in both hands, and 
demanded a moratorium for two years, no serious progress 
would be achieved. 
Tue Chancellor had the greatest regard for Sir John 
Bradbury, and for his opinion, but the advice he gave did 
not even purport to come from the English Government, 
and the Chancellor did not know how far the English 
Government would support Germany if she took the bold 
step advocated by Bradbury. 
Tue German Government could not afford altogether to 
neglect the Belgian Delegate’s advice. 

I30 
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I rook the opportunity of pointing out to the Chancellor 
that the correspondence with the Reparation Commission 
appeared somehow to have got wrong. The German 
letter to the Reparation Commission of November 8 was 
confined entirely to a minor issue, and based upon a sub- 
sidiary report of minor importance. The really important 
documents—viz. the memoranda of the Keynes-Cassel 
Experts (dated November 7) and the Dubois-Vissering 
Experts (dated November 8)—were not mentioned in the 
correspondence between the German Government and the 
Reparation Commission. They appeared to have been 
either ignored or side-tracked by the German Government. 
Nothing could be more unwise. 

Ir is incredible that when, with great difficulty, one has 
brought able currency experts to Berlin, and obtained from 
them recommendations which might solve all our diff- 
culties, their report is completely ignored. 


Beruin, November 17, 1922.—The following views were 
expressed to me by a Turk resident in Berlin, and in touch 
with the Angora Delegation here, but not a member of it : 
“| Have always been an advocate of close relations between 
Turkey and England. The two people understand one 
another, and friendly relations are in accordance with a 
long tradition. But are you sure that the policy you are 
now following of demanding the free passage for warships 
up the Dardanelles and the Bosphorus is really wise? 
I will say frankly that the Angora Government will never 
agree to it. It exposes us too much to pressure from the 
English fleet. We are also quite confident you will never 
obtain it, because in resisting it we shall be supported to the 
utmost by Russia, and also either secretly or openly by 
France and by Italy. The Rumanian attitude may be 
doubtful, but the rest of the Black Sea countries will 
undoubtedly side with us. The only result of the con- 
troversy will be to bind Turkey and Russia more closely 
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together. Personally I do not desire this, as I detest 
communistic principles and consider them hostile to the 
fundamental tenets of Islam ; but there are many at Angora 
who are delighted to see the English mistake because it 
cements the relations with Moscow, and facilitates our 
co-operation both with Western and Eastern countries. 
Surely that is not an English interest. Personally I should 
have hoped for an exactly contrary policy, something which 
would enable us to get free from Moscow domination. 
There are many arguments outside those which I have 
advanced. In the first place, even if you get this right 
recognised by Treaty can you profit by it except with a 
friendly Turkey? If Turkey holds both shores of the 
Straits, even without fortifications, no foreign fleet can 
venture into the Marmora without grave danger. We 
could sow the Dardanelles with mines, and, once in, you 
could not get out. 

“THEN again we are almost certainly not going to keep 
our capital at Constantinople—it is too exposed: so that 
even if you had your right of passage for warships, there 
would be no real power of menacing Turkey ina vital spot.” 
Ir was pointed out to the Turks that if they are going 
to abandon Constantinople as a capital, they need not 
quarrel about the free passage of warships. Removal to 
Angora, if finally adhered to, would alter the position of 
nearly everyone—and necessitate a revision of all the 
arguments now used in the controversy. 


Beruin, November 17, 1922.—After two days of uncer- 
tainty, the President has asked Cuno! to form a Government. 
He is an honest, able man. Many years in Government 
service, now head of the Hamburg-American Line: not 
atallthe politician. Rathera Lohengrin. Both the Centre 
Party and the Socialists object to the new Ministry : 
the former because Cuno belongs to their party, the latter 
1 Cuno, Wilhelm, See biographical Note, Vol. I, p. 193. 
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because he does not. The Centre Party have officially 
declared that they will not put forward a candidate for the 
Chancellorship, as they have reverted to their old love for 
Wirth, and, as a matter of principle and fidelity, will not 
propose a successor. ‘The Socialists say that Cuno was 
once a member of the Volkspartei, and they will not accept 
a Chancellor who was Volkspartei only three years ago. 
So Cuno is attacked for what he is said to be, and for 
what he is said not to be. Cuno himself says that he is 
nothing—that he has ceased to belong to any party. 
He admits, however, that his wife is a member of the 
Centre. 

PERSONALLY Cuno would be a good choice—rather pro- 
English and still more pro-American. But I doubt his 
being nimble enough for party intriguers. 


Beriin, November 21, 1922.—It is a strange anomaly that 
the Wirth Government fell two hours after its wisest act. 
This act was the Note of November 13 to the Reparation 
Commission. By this document the German Government 
practically adopted the standpoint of the foreign experts 
regarding stabilisation and reparation. It may be true 
that they did this almost by chance. They had made 
a formal and, as they intended, a final reply to the Re- 
paration Commission, based upon a short private report 
by Vissering and Dubois. It was pointed out to them 
that they had not answered on the main points at all, 
and they produced the document mentioned above, which 
may be a turning-point. I understand it was drafted by 
Dr. Kastl of the Finance Department—a very clever 
fellow—and was adopted by the Government almost without 
alteration—almost without discussion. 

ST11L more extraordinary, after being adopted by the 
Government, it was endorsed by all the Central parties, 
including the Volkspartei and the Socialists, who have 
seldom agreed on anything, and this though it contained 
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many views which were not those of the above-mentioned 
parties before November 13. 

Wuy precisely Dr. Kastl’s draft had this most unexpected 
success is obscure. Why the Government fell when all 
the important parties in the Government, for the first time, 
adopted a common policy on the all-important subject of 
Reparation is still more obscure. 

One explanation which has a certain probability is that 
Wirth was so elated with having found a new policy himself 
and with having got it adopted by everybody, that he 
became dictatorial and truculent with the Socialist leaders, 
so that they revolted. Instead of inviting their co-operation 
in the constitution of a broader Coalition, he announced 
to them his decision to broaden the Coalition by admitting 
the Volkspartei. The Socialists were not only offended, 
they were astounded, for they knew that Wirth himself 
did not really want the Volkspartei in, and merely accepted 
them under compulsion. Why, then, impose upon them 
a measure which he had only himself accepted because it 
was imposed ? 

Twenty-Four hours after Wirth had fallen most people 
realised that there had been no necessity for him to fall at 
all—Cuno was indeed engaged in forming a Ministry of 
personalities just as Wirth had done: he was engaged on 
precisely the same task and he was, on the whole, the less 
capable of the two of carrying it through. 

However, all this is detail and commentary. The 
essential fact remains that the Note of November 13 may 
prove a very important document, and mark the beginning 
of a new phase in the negotiations. 


Berun, November 27, 1922.—The scepticism among 
German officers as to the possibility of doing any good in 
communist circles has largely increased during the last 
six months. In private conversation, German generals 
never talk of the possibility of utilising Bolshevik material 
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under German leadership—they talk only of the urgent 
necessity of suppressing Bolshevism as a world danger. 
APPREHENSION about German communism is not confined 
to the military class—the whole of the bourgeois com- 
munity of Germany, and the more moderate section of 
the Socialists, detest the Communists and distrust the 
Russian alliance. They would only accept the latter more 
or less under compulsion. 

Tue results of the Rapallo Treaty have been very small, for 
two reasons. First, the incompatibility of the contracting 
parties ; second, because after the sudden panic at Genoa, 
the Germans recovered their balance and realised the folly 
of an exaggerated Eastern policy. ‘This was largely due 
to the fact that England, having temporarily lost touch 
at Genoa, more or less successfully re-established it. Our 
attitude towards Germany has been reasonable regarding 
reparation—we have resisted with considerable success 
the attempts at the disintegration of Germany through 
separation of the Rhineland, and we have so far prevented 
the occupation of the Ruhr. Our policy has strengthened 
what may be termed the ‘‘ Western Party’ here—the 
party who look to a development of relations with America 
and England on commercial lines, rather than to a develop- 
ment of relations with Russia on political lines. 

Ir and when such a Western policy becomes impossible, 
and the Germans see no chance of assistance from 
America and England, they will undoubtedly fall back 
on Russian help—hating it and distrusting it—but quite 
certainly. 

To put it shortly—the attitude of the Western Powers will, 
in the main, determine Germany’s attitude towards Russia. 


Lonpvon, December 3, 1922.—I am greatly exercised about 
Poincaré’s scheme of taking productive pledges. What 
would be the financial effect of this scheme in the most 
favourable hypothesis, i.e, if no political disturbances oc- 
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curred? It would be desirable to get a clear answer on this 
point. My own view is that the whole plan is based upon 
misconception and upon a wrong diagnosis of Germany’s 
financial position. The underlying assumption is that 
Germany can pay a large sum for reparations, and is now 
wilfully refusing to do so. The true state of the case 
is that in the present condition of the currency the whole 
of German industry has been brought to such a pass that 
no basis exists for correct assessment. 

Tue net result of our policy has been that the payments 
obtained have only been sufficient to cover the cost of 
the Army of Occupation with but little true surplus on 
reparation account. All external authorities agree that 
a moratorium of at least two years is required to get 
Germany’s financial position on such a basis that regular 
reparation can be counted upon. 

Wuart is the policy to follow? In my view it is to make a 
counter-proposal to Poincaré on the basis of the Four 
Experts’ Report and meet France by agreeing to sanc- 
tions if the Germans’ promise to carry out their obligations 
under the Four Experts’ Report is not adhered to. The 
advantage of this plan would be thatwe should be supported 
by independent financial opinion, that of the experts, and 
should be acting in. accordance with the report of the 
international bankers under the presidency of Mr. Morgan. 
With such advice behind us it would be difficult for any 
Power to reject our proposals. So far the only financial 
reform which has been proposed by the Supreme Council 
and carried out in its entirety by Germany is the liberation 
of the Reichsbank from Government control. This 
measure was proposed by its authors as an act of financial 
prudence. In the event it has proved fatal to financial 
morality ; the Bank Andromeda who was thus freed 
from the power of a perverted Government monster has 
turned out to be a nymphomaniac of the most abandoned 
description. This incident does not inspire much confi- 
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dence in reforms adopted wholesale from abroad and applied 
without careful adjustment to local conditions. Andro- 
meda’s proceedings since released from her claims have 
been of the most dreadful character. 


Lonvon, December 5, 1922.—Had a long talk with the 
Prime Minister this morning. He knows all about the 
Reparation Question, and is eminently sensible. He is 
rather inclined, however, to think that at the next Con- 
ference a strong united front between England and France 
is required to make the Germans put their best foot forward 
and achieve reparation. Personally I think equal pressure 
should be applied to the French to bring them round to 
some workable scheme. 

Tue point I insisted upon was that stabilisation has to 
come before anything else—that without stabilisation you 
can do nothing. Bonar Law said, “‘ Yes, but stabilisation 
means unemployment.” I agreed, but replied, ‘‘ Unem- 
ployment and an industrial crisis appear to be inevitable. 
The essential thing is not to agree to any scheme which is 
not financially sound, and which will not produce good 
financial results.” 

Bonar Law sits in the arm-chair by the side of the fire, with 
one leg over the arm, smoking a pipe. Very easy, shrewd, 
and simple. Calls the arm-chair “ the old man’s chair.” 

Baldwin, the Chancellor of the Exchequer, sits by his side 
and does not say much, but gives the impression of a 
preternaturally sagacious fawn. 

Tue P.M. evidently fears the coming conference with 
Poincaré. It is still quite doubtful what line he will 
take, but his grasp of the financial side of the question is 
remarkable. 


LONDON CONFERENCE, December 9 to 11, 1922 


Ar this Conference, the first to be presided over by Mr. Bonar 
Law, France was represented by M. Poincaré, Belgium by 


MM. Theunis and Jaspar, Italy by Signor Mussolini in person 
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Se —whose first and last appearance it proved to be at such an 
Inter-allied Conference. 
Haver Tue Conference met primarily to discuss the question of Re- 


parations as a preliminary to another and wider programme 
which, ever since the abortive London Conference of the 
previous August, it had been intended to discuss in Brussels about 
mid-January, at which date the Reparation Commission had 
to take a decision on the granting of a moratorium to Germany. 
On the opening day of the Conference, M. Theunis asked for 
the inclusionof the question of Inter-allied debts in thediscussion. 
M. Poincaré re-emphasised his earlier demand for “ productive 
guarantees ” by Germany as the condition of a moratorium, 
while Signor Mussolini proposed the cancellation of the “ C” 
bonds of the London Schedule of Payments of 1921. M. 
Poincaré, in addition, offered to hand over to Great Britain 
an amount of the same worthless “‘ C ”’ bonds equal to France’s 
War Debt to Great Britain, on the understanding that the latter 
would thereby be obliterated. 

Arter lengthy and sterile discussion extending over two days, 
it was agreed to adjourn the conversations until January 2, 
1923, when they would be resumed in Paris. Meanwhile, 
on December 10, the Conference received from Chancellor 
Cuno a Note outlining a tentative plan from the German 
Government for the provisional settlement of reparations. 
This plan contained the following features :— 

1. Stabilisation of the Mark. Attempts to be made by 
Germany to do this out of her own resources, provided the 
reparation obligations, as requested in the German Note of 
November 14, 1922, be so arranged for the next few years as 
to make such a stabilisation possible. 

2. CuRRENT obligations to be replaced by a gold loan to be 
issued in Germany and abroad ; one half of the proceeds to go 
to Reparation Commission and the other half to be used for 
Germany’s own needs. 

3. Moratorium. ‘The German Government to be freed for 
two years from all current payments. 

Tue Conference decided unanimously that the plan submitted 
by the German Government did not offer a solution which 
could, in the existing circumstances, be considered satisfactory, 
and it was decided that the conversations should be continued in 
Paris. 


Lonvon, December 15, 1922,—Another interview to-day 
with Bonar Law, 
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He said he had given a clear enough hint to the French 
that English public opinion would not stand an advance 
into the Ruhr. 

His own forecast was extremely unfavourable. In the 
conversations with Poincaré there had been very little 
sign of give and take on the part of the latter. In the 
first conversation with the P.M. in London, Poincaré had 
said, “‘ Whatever happens, I shall advance into the Ruhr 
on January 15.” ‘The only hope appeared to be that 
America should take resolute action. Bonar Law thinks 
that unless America comes in it is hopeless to stop Poincaré 
and the extremists. 

Bonar Law said he had been very unwilling to undertake 
the task of Prime Minister, but Salisbury and others had 
beentohim. He had told them clearly that he saw nothing 
but trouble ahead. If Germany did not stabilise there 
would be a catastrophe; if she did stabilise there was 
financial strain and crisis. 

I succEstTep that it would be well to write a Note to the 
French Government asking them clearly what their plan 
was ; what result, according to their ideas, their proposed 
action would have financially and economically; what 
precisely they demanded from the German Government. 
Bonar Law said, ‘ We shall certainly do this’; but he 
evidently did not think it was expedient to do it just 
yet. He also said, “I asked Poincaré this in London, 
and he evidently had no plan, so we shall not get any 
further with our Note.”1 My personal opinion is that, 
whether you get further or not, it is very desirable to 
examine Poincaré as to his precise intentions, which 
appear to me to be not only vague, but to change 
continually. 

Tue Prime Minister talks openly and intimately, with a 
pipe constantly in his mouth. He talks more or less as 


1 Sucu a Note was sent-—but in June 1923, six months after the above was 
written, 
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he speaks in public—slowly and deliberately. Clear and 


acute, but ultra-pessimistic. 


Lonvon, December 16, 1922.—The result of conversations 
here seems to render it probable that the best course for 
the German Government will be to put up, before January 
2, some definite proposal—something more complete 
and more precise than their last offer. For my own part, 
I should not have turned down the last German offer quite 
categorically, as it contained several points which were an 
improvement on previous offers—notably with reference 
to immediate stabilisation without waiting for foreign 
assistance. 

Tue more [think of the subject, the more inclined I am to 
advocate the Report of the Free Experts (Keynes, Cassel, 
Jenks, and Brand) being taken as the basis of any negotiation. 
Apart from the merits of the proposals of these experts— 
which are considerable—there is distinct advantage in 
basing proposals on the advice of world»experts, whose 
authority nobody is inclined to challenge. If, instead of 
sending their last Note, the Germans had adopted these 
proposals and had given pledges for carrying them out 
resolutely, it would not have been open to Poincaré to 
reject them summarily. 

As regards pledges, I consider guarantees for faithful 
execution of whatever is promised as not only desirable 
but necessary ; but I should confine these guarantees to 
specific administrations, e.g. the Reichsbank and the 
Customs. I regard the taking over of the mines and forests 
on the Poincaré lines as of little if any use financially, 
and as a grave menace to the general authority and stability 
of the German Government. But I believe that control of 
the Reichsbank and the Customs might be conceded and 
might work without detriment. 


Beruin, December 22, 1922.—In considering the question 
how it may be best to win French public opinion over to a 
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reasonable compromise, one must not forget that Poincaré 
came into power at the beginning of the year on the cry 
that Briand was not strong enough to carry out a policy 
of making Germany pay. Since Poincaré has been in 
office he has not succeeded much better than his predecessor. 
The occupation of the Ruhr would unquestionably be 
popular with the French Chamber. The only course we 
can adopt with any chance of success is to give the widest 
publicity to the English conditions, making their advantages 
from the financial point of view clear, so that the policy 
of productive pledges advocated by Poincaré may not be 
the only alternative. 


Berun, December 23, 1922.—Maltzan has now been 
appointed Secretary of State for Foreign Affairs, and has 
already taken over from von Haniel. 

Mattzan has been appointed notwithstanding a certain 
hostility felt towards him by President Ebert—a hostility 
of long standing, which originated in personal circumstances 
some years ago, and was aggravated by divergencies 
respecting the Treaty of Rapallo. 

He has been appointed by the German Government for 
two reasons—first, because there was nobody else who ap- 
peared comparable in the matter of rapidityand intelligence; 
secondly, because he is well in with the Social Democratic 
Party and the Independent Socialist Party ; the Cuno 
Government has, to some extent, made its peace with the 
Left by this appointment. 

ComparED with von Haniel, Maltzan will be found 
quicker and more energetic, but probably less steady 
and stable. His central idea has unquestionably been 
close agreement between Germany and Russia—a com- 
bination to which he would like to add England. But 
I imagine that he is essentially opportunist, so that 
neither predilections nor old prejudices, will stand in 
the way of any policy which he considers advantageous 


CHAP. 
VI 


December 
1922 


CHAP. 
VI 


December 
1922 


142 AN AMBASSA:DOR ~O}F (PRA CIE 


for the moment to Germany, and not detrimental to 
himself. 

I nave always found Maltzan extremely ready to give all 
the information in his power, and, with the exception of 
the Rapallo incident, anxious not to offend English 
susceptibilities. Characteristically feline—if not feminine— 
his temperamental affinity is towards the Slavs and to some 
degree the Latins, rather than towards the more virile and 
perhaps duller canine races, such as the Anglo-Saxons, 
the Turks, and the Teutons. Probably what jockeys call 
‘“‘a bit of a cat,” but an intelligent, agreeable, and in- 
teresting cat. 


Beriin, December 24, 1922.—A long conversation with 
Tusar,! the Czecho-Slovakian Minister at Berlin—formerly 
Prime Minister at Prague—always well-informed regarding 
the Central European situation, and especially regarding 
affairs in Russia. 

He says that the Czecho-Slovakian Government have 
been making energetic protests at Paris against any policy 
of adventure, such as the Ruhr. They regard the position 
in Germany as so critical that they are convinced anything 
like an occupation of the Ruhr or the establishment of a 
customs line between the Ruhr and Eastern Germany 
would produce a convulsion here which might be disastrous 
to all Central Europe, and to Czecho-Slovakia in particular. 
‘THEIR apprehensions regarding the menace of Communism 
and Bolshevism are aggravated by the condition of affairs 
in Poland. According to them, the Polish position is 
now merely a rivalry between two. military cliques— 
the Pilsudski clique and the Haller-Korfanty clique. 
Civil political life is quite subordinate to these hostile 
military influences ; a severe crisis may break out at 
any moment. Obviously, therefore, Poland is not much 
of a barrier against Bolshevism. If Germany were 
1 Sex biographical note of Vol. I, p. 284. 
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communist, as well as Poland, how could Czecho-Slovakia 
survive ? 

Tusar has been attending communistic meetings here 
lately. He isan old socialist agitator, so he knows the game 
—and he thinks the Bolshevists play it badly. They are 
not yet making much way with the German working 
classes. The support obtained is from quite young men, 
from the metal workers, and from a few of the municipal 
employees. 

REGARDING relations between Russia and Turkey—he 
stated that, on his way through Berlin, Tchitcherin had told 
his confidential friends that he intended to be more Turkish 
than the Turks at Lausanne. ‘This policy was necessary 
because Moscow was becoming nervous regarding Turkish 
loyalty, and was particularly suspicious of Mustapha 
Kemal. It was necessary for Russia to undermine Musta- 
pha Kemal’s influence at Angora: if he could not be 
overthrown they must nail him to a pro-Russian policy. 
The Russians are increasingly anxious about Turkish 
action in the Caucasus. 

As for the Turks, their principal desideratum is money. 
But for lack of funds there would be no peace. As it is, 
if they scent money in Europe, they will stand in with 
the country where it is. 


Beruin, December 24, 1922.—It is said that the new French 
Ambassador—Margerie'\—has come here with quite 
different ideas, or with different instructions, from those 
of his predecessor. He shows signs of wishing to be on 
friendly terms with the Germans, and of desiring to ascer- 
tain the causes of their antipathy to France. 


pE Marcerig, Bruno Frangois Pierre Jacquin. Born 1861 at Nancy. After 
a distinguished diplomatic career at Copenhagen, Constantinople, Washing- 
ton and Madrid, was made Minister Plenipotentiary at Bangkok in 1907 and 
at Pekin in 1909. Director of Political Affairs at the Ministry of Foreign 
Affairs in 1912, French Ambassador at Brussels 1919 and at Berlin in 1922. 


CHAP. 
VI 
December 
1922 


CHAP, 
VI 


December 
1922 


144 AN AMBASSADOR OF PEACE 


No one knows whether Poincaré really wants to go into 
the Ruhr, or whether he ues it as a bogey. I suspect 
that Poincaré did not mention the subject to Margerie, 
and he—Margerie—thought better not to raise it. 
In all Poincaré’s public announcements the legal mind 
shows through. He is constantly referring to this or 
that Article of the Versailles Treaty which prevents him 
doing what a spirit of conciliation dictates and the situation 
demands. 
Ir is a strange and sad fact that, after the German Govern- 
ment has obtained an admirable and practical Report from 
the best authorities in the world on the subject of currency 
reforms, no one either here or in London or in Paris can 
be persuaded to read the Report, still less to act upon 
it. It was with the greatest difficulty that it could be 
unearthed either in London or in Paris, while the 
Ministers here do not in the least degree grasp its purport 
or its importance. 

a 
Bern, December 24, 1922.—The general feeling here, 
though pessimistic, is less pessimistic than I expected. 
The Germans like Bonar Law’s speech, and have got the 
idea that the Ruhr threat will not be carried out. They 
also receive pretty constant support from American sources 
here, but they are beginning to think that Washington 
action lags a long way behind Berlin talk. 
Cuno has managed to make friends with the two important 
parties outside his Coalition—the Socialists on the one side 
and the Extreme Right on the other. He has gained very 
markedly in popularity during the last month. I continue 
to regard him as sincere and full of good intention. What 
is really lacking here is ability among the Ministers. The 
secret societies have assassinated all the best of them. 
Erzberger was something of a genius: Rathenau, though 
wrong-headed and eccentric, was brilliant and versatile. 
Now there is no one left of the class of these two except 
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Stresemann. Hermes (Minister of Finance) is a sly old 
fox. 


Brriin, December 25, 1922.—I have not had time to write 
my impressions of the recent political crisis in England, 
but the more I hear about it the more surprising the whole 
episode is. Up to a fortnight before the Carlton Club 
meeting, the late Government thought they were certain 
to remain in office, and to dispose of a large majority. 
The scheme of their leaders—i.e. Lloyd George, Birken- 
head, and Winston—was to dissolve and have a general 
election before the Carlton meeting, but Younger and the 
cliqueof Under-Secretaries heard of this, and put the Carlton 
meeting forward three weeks, so it was no longer possible 
to have a dissolution first. Curzon was in harmony or 
collusion with his three colleagues above-mentioned up to 
the last minute. He attended a dinner at Winston’s where 
the whole scheme was discussed, and apparently they 
counted upon him up to the actual date of the Carlton 
meeting. In truth, his attitude was quite uncertain. 
He himself felt that he could not abandon colleagues with 
whom he had worked for the last four years, but he was 
strongly urged not to stick to what was thought to be a 
sinking ship. At the last minute he decided not to attend 
the Carlton meeting. As one of his friends said, ‘‘ George 
wobbled up to the last minute.” It is not certain what 
finally determined his action. 

Bonar Law also up to the last minute was quite uncertain 
whether to accept the leadership of the party—which meant 
the Premiership. Younger went to him at his house the 
day before the meeting at the Carlton and urged him 
strongly to take the leadership; but he hesitated, and, on 
leaving him, Younger had a conversation with Derby, 
and said that if Bonar Law refused he (Derby) must take 
his place. 

In addition to all the above uncertainties, the actual vote 
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at the Carlton meeting was very doubtful and was turned 
a great deal by the speeches—notably Bonar Law’s speech, 
which was good ; Balfour’s speech ineffective. 

Tue real point which shook public confidence in L. G. 
and the Coalition was their policy regarding Turkey and 
Greece even more than their difficulties with France. A 
month ago L. G. appeared impregnable in Downing 
Street-—the Turk was very shaky in Constantinople; but 
the Turk has recovered Constantinople, and L. G. is out 
of Downing Street. 

I nap a long talk with the late P.M. about the whole 
business. He is quite natural and frank about it, saying : 
‘Bonar Law will be hated by the French in two months 
just as much as I am to-day, as soon as they find that he 
cannot support their aggressive policy. ‘The business has 
turned out unfortunately for me, but I still think I was 
right in the line I adopted. Public opinion in England 
will never stand an aggressive bullying policy on the part 
of France.” ee 

We talked a great deal about his projected book, which is 
to be non-controversial and to contain merely a history of 
the work done during the war, i.e. the special departmental 
work—munitions, welfare, drink, and so forth. 

I nave always been a sincere admirer of L. G.’s tempera- 
ment—his cheerfulness in adversity, his courage in stormy 
times—and he comes well out of the present crisis. There 
is no sign of his giving up the struggle or of his being 
disgusted with politics. He regards the whole event as 
just an unfortunate stroke of bad luck, and is quite 
confident that the tide will turn. 

Hz is very intimate with Birkenhead, and, I think, also with 
Winston, the three forming a triumvirate of talent. All 
are bitter against Curzon; but less bitter than is Montagu. 
The latter vows he will have Curzon’s blood, as he de- 
clares C. is sailing under false colours, having been more 
opposed than anybody to the Turks remaining at Con- 
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stantinople, and having merely now trimmed his sails to 
suit the present wind. 

On the other side of the controversy, everyone admits that 
Curzon showed considerable courage and decision in 
insisting upon going alone to Paris over the Turkish crisis. 
L. G. wanted to send Birkenhead with him, but C. put his 
foot down and said he would resign rather than go accom- 
panied by anyone. 

Wuart happened in Paris at the two meetings between 
Curzon and Poincaré I have described elsewhere, so far 
as it can be described. There were extremely disagreeable 
moments, but the final result appears to have been satis- 
factory, and to have left—contrary to what might have been 
expected—no lasting feeling of rancour. 

Ar Lausanne G. C. appears to have done extraordinarily 
well, and to have had the Conference pretty well under his 
control. If he succeeds in re-establishing English prestige 
and English friendship with the Turks and breaking up 
the unnatural alliance between Angora and Moscow, he 
will deserve well of his country. 


Bern, December 29, 1922.—The following side-light 
on the Lausanne Conference reached me yesterday from a 
German source. 

Wuen Tchitcherin passed through Berlin on his way to 
Lausanne a month or six weeks ago, he told the Germans 
whom he saw that the French demands for reparation 
from Germany were absolutely excessive, and must by no 
means be accepted. ‘This got into the papers indirectly, 
and at that time it provoked no contradiction from the 
Russian side. Lately, however, Russian representatives 
have made a great fuss with the Germans about this alleged 
breach of confidence. The Russians say, “ You must not 
betray us, because it makes our relations with France more 
difficult. They accuse us of urging you to resist their 
reparation demands, and we cannot afford to be exposed 
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to this accusation. Kindly deny that we ever gave you 
such advice.” 

Tus German view of all this is that at Lausanne England 
and Turkey have become friends again. The French 
have been more or less overpowered there, and have tacitly 


acquiesced in a policy they dislike. 


CHAPTER VII 
JANUARY—FEBRUARY 1923 


Poincaré rejects the German Peace Pact—Eve of the Ruhr—The Ruhr 
invasion—Rosenberg: A courageous Foreign Minister—Italy and 
the Ruhr—First Berlin impressions of Ruhr invasion—The discarded 
Report of Finance Experts—Curzon at Lausanne. 


PARIS CONFERENCE, ‘Fanuary 2, 1923 
IDE: the interval between the holding of the London cup. 


Conference of December 1922 and the reassembling Vi! 

of the Supreme Council in Paris very momentous January 
decisions had been taken by the Reparation Commission. On  *973 
that body the French, Italian, and Belgian members had 
recorded their votes in favour of a motion declaring that the 
non-execution of the Commission’s orders for deliveries of 
timber by Germany to France during 1922 “constitutes a 
default by Germany of her obligations within the meaning 
of paragraph 17 of Annexe II.” 
Str Joun Brapsury, the British member, had voted against 
this motion, clearly recognising the use which France intended 
to make of it under paragraph 18 of the same Annexe II 
regarding Sanctions, and thus it was that when Mr. Bonar Law 
met M. Poincaré and the other Allied statesmen in Paris, he 
discovered that the French Premier was determined from the 
outset to occupy the Ruhr with or without British consent or co- 
operation. In thecourse of the Conference M. Poincaré delivered 
a violent personal attack on Sir John Bradbury lasting three 
quarters of an hour, the purpose of which was obviously to 
request the resignation of the British member of the Reparation 
Commission. ‘This rhetorical indictment was ignored by 
Mr. Bonar Law. Most of the time of the Conference was 
taken up with the submission and discussion of various new 
schemes for a reparation settlement. ‘The British Government 
put forward the “ Bonar Law plan ” for a general settlement of 
reparation and European Allied Debts, the chief feature of 
which was that the present A, B, and C bonds should be can- 
celled and replaced by new bonds divided into two series. 
From the moment the British and French schemes were pre- 
sented or, as it were, thrown at the Conference, it was seen that 
British and French standpoints were utterly irreconcilable. 
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M. Poincaré flatly refused to consider the British scheme— 
Mr. Bonar Law’s plan for a general settlement of reparation 
and European Allied debts—which he declared to be incom- 
patible in almost every respect with the Versailles Treaty. M. 
Theunis, on behalf of Belgium, also rejected the British 
scheme on the grounds that it threatened to extinguish Belgian 
priority. Finally, the Italian representative, the Marchese 
della Torretta, asserted his Government’s inability to assent to 
Mr. Bonar Law’s proposals because certain transactions which 
it implied seemed to him calculated to reduce Italy’s quota of 
reparations from the ex-enemy countries other than Germany. 
On January 4, 1923, an absolute deadlock was reached between 
the British and French Prime Ministers, following an exchange 
of voluminous Notes and memoranda in which each sought to 
refute the arguments of the other. Realising the futility of 
any further attempts to reach an agreement, Mr. Bonar Law 
remarked that “the ditch was one which no bridge could 
span.” ‘Thereupon, the Conference terminated abruptly, 
after the reading by Mr. Bonar Law and M. Poincaré of two 
statements, the former expressing the view that the French 
proposals, with the occupation of the Ruhr as their consequence, 
would be economically disastrous for Europe and were such 
as no British Government could possibly assent to. The 
statement by M. Poincaré criticised the British proposals as 
unacceptable to France because they connoted the destruction of 
her rights and interests under the Versailles Treaty. “The two 
statesmen parted, however, with a mutual assurance that, despite 
the impossibility of agreement and co-operation, nothing would 


be changed in the friendship of the British and French peoples. 


BERLIN, January 10, 1923.—Returned from Dresden last 
night and found Berlin almost unexpectedly quiet con- 
sidering the threatened entry of French troops into Essen. 
Rosenberg? asked me to call and see him this evening, 
but he had nothing particular to say. He was anxious 
to know if I had any telegrams from London or any 
1 Von Rosenperc, born 1874. Spent his life in the German Diplomatic 
Service. Was head of the Balkan section of the German Foreign Office 
during the war. Took a prominent part in the Brest-Litovsk negotiations, 
being promoted to the rank of a Minister Plenipotentiary. Was German 


Minister in Vienna in 1920 and at Copenhagen in 1921. Became Minister 
for Foreign Affairs under Chancellor Cuno in November 1922. 
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instructions. I told him I had heard nothing. He was 
evidently somewhat alarmed at the rumour in some news- 
papers that England approved of the French action. 
RosEnBerc said that, when Essen was occupied, the 
German Government would withdraw their Ambassador 
from Paris, leaving the Embassy in the care of a Chargé 
d’Affaires. He thought this was the least they could do. 
He asked me my opinion. I replied that I would sooner 
not express any view. The matter was one for them to 
settle. 

He told me that Ebert, who was usually so calm and 
peaceable, was in favour of much stronger measures than 
the Government were going to adopt. Also that the Left 
of the Centre Party were in favour of very strong protests, 
if not of action. ‘The Government had all parties united 
behind them. ‘They had taken elaborate precautions to 
protect the French Embassy—not conspicuously, but 
effectively. They had also given strict orders against 
any demonstration hostile to the Military Commission. 
They hoped, however, that the Military Commission 
would keep as quiet as possible during the next few 
days—a request which appears to me quite reasonable. 
RosenBerG said: “‘ The French action seems to me most 
ill-judged, but I am fairly tranquil because it is not only 
Germany which is in question but the whole of Europe, and 
indeed all the world.” 


BERLIN, Fanuary 12, 1923.—The French Ambassador 
has just been here (7 p.m.) to announce his communication 
to the German Government of the Note regarding the 
Control of the Ruhr.1. He gave me a copy of it. He 


1 In this Note the German Government was warned by the French and 
Belgian Governments that, in accordance with the rights accorded them by 
Paragraph 18, Annexe 2, Part VIII, of the Versailles Treaty, and in view of 
the duly declared default of Germany in the coal and timber deliveries, they 
were dispatching to the Ruhr a Control Commission of engineers for the 
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had expressed his personal regret to Dr. Rosenberg at 
having to make so disagreeable a communication. Rosen- 
berg was dignified, but much cast down. 

Marcerie himself was anxious for my opinion as to the 
final result. , 

I rotp him I thought there would be no general strike, 
but that everything short of that was possible—disappear- 
ance of managers, disappearance of engineers, laziness of 
men, derangement of railway traffic. However, it was 
absolutely impossible to foresee events: a vast chapter 
of the unknown had opened. He was apprehensive 
himself about the mines being left without management. 
He said, however, ‘‘ We have engineers of first-rate 
ability ; they could surely run the plant.’’ I did not say 
much in reply to this—but you cannot win coal with 
bayonets or against hostile workmen. 

Tren minutes after Margerie left the Belgian Chargé 
d’Affaires also called and made a similar communication. 
He confirmed the statement that nothing took place at the 
interviews with Rosenberg except the communication of 
the French-Belgian Note and the German reply. 

An influential German called soon after and asked urgently 
purpose of securing reparation deliveries, and were also sending troops for 
the protection of this Commission and to ensure the execution of its mission. 
Tue Note proceeded to state that the French and Belgian Governments 
had no intention of proceeding, at the moment, with operations of a military 
character nor—strictly speaking—a military occupation. But, should the 
operations of the members of the Commission or the installation of the troops 
suffer any hindrance, or should the local authorities, by their action or 
inaction, create difficulties for the economic life of the district, coercive 
measures or sanctions would forthwith be taken. 

Tue German Government replied to this Note by a vigorous protest, 
denouncing the measures taken in the Ruhr as a violation of International 
Law and of the Versailles Treaty. While unable to defend herself against 
such violation, Germany—so it was stated in the reply—was unable to 
acquiesce in this breach of the peace or to co-operate with the Commission. 


Whereupon the matter dropped into the background and the occupation 
assumed a frankly military and punitive character. 
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toseeme. He isin close touch with Stresemann and knows 
what is going on in the Reichstag outside Government 
circles. He was much perturbed at the position of affairs 
and greatly alarmed lest the German Government should 
do something rash and precipitate. He said two days ago 
the German Government were going to recall the Embassy 
at Paris and give Margerie his papers, but “‘ Thank good- 
ness, that has been stopped.” His line was to say: 
“Unless Germany is careful we shall have French troops 
in Berlin within four weeks.” 

Recarpinc the fate of the present Ministry, he said, 
“* Cuno is certain to fall within a month”; butas he always 
says this about every Ministry, too much importance need 
not be attached to the prophecy. If Cuno fell he thought 


there would be a wide Coalition under Stresemann. 


BERLIN, January 12, 1923.—Cuno appears to be much 
under the influence of Rosenberg. The latter can draft 
rapidly. He is also a bit of a lawyer, and these points give 
him a great advantage over Cuno, who has sensible ideas 
and wise intentions, but who is neither a speaker nor, in 
type of mind, a lawyer. 

I HAvE come to like Rosenberg greatly—so straight and 
such an engaging naiveté ; perhaps reticence is sometimes 
pushed to limits which a narrow taste might consider 
excessive, but this is balanced at other times by an ingenuous 
frankness : the other day he said Bonar Law reminded 
him of his mother, adding : “ He also reminds me some- 
times of myself—so plucky. I too am plucky.’ And the 
claim is justified. No dislike of the French and a distinct 
appreciation of Margerie individually. What he detests 
are Poles and Czechs and all minor nationalities. This 
attitude is not unusual here. 

Tue two things Rosenberg is proud of are having lost 
three brothers in the war and being “ the man of Brest- 
Litovsk.” It is rather strange to hear anybody speak with 
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CHAP. pride of a part at Brest-Litovsk, a negotiation which 
saa moralists and strategists alike condemn ; but he constantly 
1923. returns to it as a legitimate title to glory. 

RosenBerc prides himself upon having drafted the latest 
proclamation, or appeal to the people—that in which next 
Sunday is fixed as a day of mourning. I thought the 
document weak and sentimental. 
He also showed me the other day his instructions to German 
Embassies abroad, which were sent out when the French 
entered Essen. ‘This latter effusion has been regarded as a 
masterpiece, and he proceeded to intone it to me in German. 
I found it difficult to make head or tail of the document, so 
I said to him, “‘ That is very sonorous, but what precisely 
does it mean?”’ He replied, “‘ I will translate it to you.” 
After trying to translate for about five minutes he finally 
gave it up, and said, ‘‘ It is very difficult to convey the 
meaning in English, but if you could appreciate the soul 
of the German language, it is very fine.’’ Rhetoric is 
happily untranslatable. Try Gettysburg in German or 
French—and judge your failure. 


THE GERMAN PEACE PACT 


Asout the middle of December 1922 the German Ambassador 
at Washington, Dr. Wiedfeldt, informed Mr. Hughes that he had 
been instructed to propose the conclusion of an agreement under 
which Germany, Great Britain, France, and Italy should pledge 
themselves not to make war against one another for a period of 
30 years without the matter being decided by a popular vote. 
Mr. Hughes, in communicating this news, on the 18th Decem- 
ber, to the French Ambassador, added that, in the event of his 
receiving an encouraging reply, he would put his proposals in 
writing. M. Poincaré, in reply, criticised the German suggestion 
bitterly on the twofold grounds that it was limited in point of 
time and dependent upon a Plebiscite. The time limit, in 
M. Poincaré’s opinion, showed that the German Government 
were not genuinely desirous to get rid of war for all time, and, by 
the end of the 30 years, the bellicose and revengeful nature of 
the German people—coupled with their economic and military 
recovery—might result in a popular vote for aggression. M. 
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Poincaré also emphasised the difficulty of reconciling the 
machinery of a Plebiscite with the British, French, and Italian 
Constitutions. Last, but not least, he stipulated that no German 
promise, in the sense indicated, would be of any value unless it 
were guaranteed by positive obligations on the part of the United 
States and Great Britain, assuring to France within so many 
weeks the support of the American and British military, naval, 
and aerial forces. 

Wuen, on December 21, 1922, M. Jusserand explained to 
Mr. Hughes the objection raised by the French Premier, Mr. 
Hughes quoted to the French Ambassador the following phrase 
from the text submitted by Dr. Wiedfeldt : 

“THe German, British, French, and Italian Governments 
solemnly engage towards one another and promise the United 
States not to make war amongst themselves for a generation 
(say for 30 years) unless the matter is decided by a popular vote, 
which should make war virtually impossible.” 

To this M. Poincaré retorted that the German proposal was 
only “a clumsy manceuvre” and “ dangerous hypocrisy.” 
Article 10 of the League Covenant already contained a formal 
undertaking of non-aggression which had the advantage of not 
being limited to 30 years, not subject to popular consultation, and 
M. Poincaré, in his instructions to M. Jusserand, after remarking 
that Mr. Hughes had declined to hold out the remotest pos- 
sibility of an Anglo-American Pact of Guarantees, concluded : 
“But even an Anglo-American Pact of Guarantees, duly 
ratified by the Federal Senate, and assuring to France within a 
determined period a prearranged military defensive, would not 
suffice entirely to relieve France of anxiety.” A few days later, 
notably the 31st December, Chancellor Cuno delivered a speech 
at Hamburg in the course of which he declared : 

“In France the necessity for occupying the Rhineland is 
based, in addition to other considerations, on the fear of hostile 
intentions on Germany’s part. ‘This anxiety is erroneous. In 
order to prove it we have informed the French Government, 
through the medium of a third Power, that Germany is ready, in 
common with France and the other great Powers interested in 
the Rhine, to undertake a solemn obligation towards a trustee 
in the shape of a Great Power not interested in the Rhine, that 
these Powers should refrain from attacking each other, unless 
specialised authorised by a referendum, for a generation—a 
period far longer than the period of occupation specified in the 
Treaty of Versailles. Such an undertaking would focus all 
participating countries on peace instead of war, and would 
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Genet constitute the securest guarantee of peace thinkable. To my 
regret, I must inform you that France has refused this offer.” 
a On January 2, 1923, the German Chancellor referred to his 


offer, in the course of conversation with Lord D’Abernon. Dr. 
Cuno pointed out that the words he had used had been chosen 
with the purpose of giving a maximum guarantee of peace, and 
he requested that the Ambassador communicate to Lord Curzon 
the following additional statement : 

‘‘ Tr it is considered better to leave out the words ‘ unless the 
matter is decided by popular vote,’ the German people see no 
objection. These words, although they have been interpreted 
as a door of escape, were only inserted by the German Govern- 
ment in order to strengthen the security of peace. If they 
weaken security, let them be deleted.” 

Dr. Cuno remarked that the German Government had no 
particular attachment to the time limit of 30 years, which had 
merely been mentioned by way of an indication, They would 
accept 50 years or even a longer period. Unfortunately, at the 
moment when the German Chancellor was holding this con- 
versation with Lord D’Abernon, Poincaré at the Paris Con- 
ference, in announcing what had happened between Mr. Hughes 
and the German Ambassador at Washington, intimated that he 
flatly declined to give any further consideratién.to the matter, 
whereupon Mr. Bonar Law reluctantly agreed that in the 
circumstances nothing would be gained by endeavouring at this 
juncture to discuss the German proposals. 

Wuen the Pact was turned down by the Supreme Council in 
Paris, it was agreed that the fact of its having been put forward 
should be kept a profound secret ; nevertheless, a few days 
later a summary of the Pact was published in New York and 
in London. 

‘THE introduction of a qualified condition in the nature of a 
referendum may have been a mistake at the time, but it is 
interesting to observe that just as the proposed mutual under- 
taking between the German and the Allied Governments not to 
make war and to respect the Western Frontiers of Europe became 
subsequently the basic features of the Locarno Treaties, so 
Chancellor Cuno’s idea of the supreme issue of Peace and War 
being referred to a popular vote was taken up in 1928 by the 
U.S. Ambassador in London, on the strength of the view that 
peoples are more pacific-minded than their Foreign Offices. 


Berin, January 18, 1923.—The current story here is 
that Poincaré refused the offer of the Pact of Peace because 


JANUARY——FEBRUARY 1923 1$7 


he regarded it as a German maneeuvre to prejudice France 
at the forthcoming Conference. 

FRENCH circles suggest that Poincaré refused as he did 
not see what America had got to do with the question, 
and he resented America’s intrusion. It has been in- 
creasingly apparent for some time that Poincaré dislikes 
nothing more than the close connection between Germany 
and the U.S.A. This close connection is Cuno’s sheet- 
anchor. 

SUFFICIENT attention has not been paid to the circumstance 
that the Pact of Peace offer has been endorsed—either 
explicitly or tacitly—by all German parties, including the 
Nationalists. If anyone had foretold this three weeks ago 
he would have been regarded as insane. This endorsement 
of a peace pact—or, shall we say, of a peaceful declaration— 
by the extreme Nationalist section, has come about for a 
variety of minor and individually inadequate reasons, but 
it is none the less of great importance from the point of 
view of European peace. That is, provided enough is 
made of it ; that the question is kept simmering so that 
the German Right will not have an opportunity of receding 
from their position. 

Cuno’s idea was quite a good one, but, as often happens 
in Germany, it was carried out rather clumsily. The 
moment chosen for speaking was unfortunate, and gave 
colour to the suspicion that it was a manceuvre ; the words 
he used were still more unfortunate and appeared to 
threaten war, though in reality they were intended to offer 
peace. 

THE question is whether the child brought into the world 
by Hughes, and smothered by Poincaré, can be brought to 
life again ; possibly some prophet Elisha may be found. 


BERLIN, January 20, 1923.—The Italian Ambassador here 
is a man of Mephistophelian appearance, and independent 
ideas. He continues to say—‘‘ What an appalling blunder 
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to have disarmed Germany without disarming France. 
England may, and certainly will, suffer from this in the 
future; but poor Italy is suffering now. This fact dominates 
our whole foreign policy. We are in a terrible plight.” 
Marceriz, the French Ambassador, continues to show 
good sense and such good humour as the very difficult 
circumstances permit. The Germans rather like him ; 
demonstrations against the French Embassy have nothing 
which is personal. The same really applies to General 
Nollet. 

Tue determination of all classes of Germans not to give 
way appears to grow every day. There is less party 
animosity and class hatred than at any time I remember. 
The natural: tendency here under any strain is for the 
Right and Left to attack each other, but on this occasion 
the inclination has been kept under, and even the In- 
dependent Socialists are giving cordial support to the 
Government. The socialist meeting on Friday was 
unanimous and important. <x 

Tue only class with whom there is the least idea of com- 
promise are the Jews, but this is due more to love of 
compromise for its own sake than reasoned opinion or 
deliberate policy. The automatic reaction in the Jewish 
mind to any proposal or any action is to bargain, semper 
et ubique. 

Tue Russians, by whom the Jews are often unconsciously 
influenced, are certainly not responsible for advising 
concession to-day. They rather endeavour to stir up 
animosity than to calm it—also semper et ubique. 

As regards Poland, anxiety has more or less calmed down, 
but the military policy remains fixed—as regards France to. 
continue to withdraw and lead French troops on : on no 
account any combat. If the Poles, however, attacked or 
showed any inclination to attack, military force would be 
used, 

Ir is not known to what extent any precise engagement 
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_ exists between Germany and Russia as to Russian assistance 
in the event of a Polish war, but there may be something 
of a definite understanding, written or verbal. 

However, it also remains true that both Cuno and Rosen- 
berg will only resort to inviting Russian assistance 
unwillingly and with grave apprehension. 


BERLIN, January 21, 1923.—The French, by their invasion 
of the Ruhr, and by their imprisonment of mine directors, 
have done more to bring together all parties and all classes 
in Germany than it was possible to effect by any other 
means. The mine-owners and mine-directors who have 
been imprisoned are becoming national heroes. They do 
not deserve to be, for the policy they have followed has been 
certainly selfish and probably short-sighted. They have 
ruined large classes of their countrymen by their inflation 
policy, and without doing much good to themselves ;_ but 
they have achieved the object nearest their heart, which was 
to avoid the payment of reparation to France. For the 
moment, all class hostility of the workmen against the 
owners has been submerged by the patriotic wave. The 
whole country appears to be united. 

PropLte who know Germany well say that this may end 
suddenly ; a catastrophic suicidal bent is never very far 
from the German mind. I doubt, however, if it will 
supervene on this occasion. Hostility and resentment 
have not suddenly burst forth—they have been boiling up 
for the last fortnight ; each new act of violence has added 
fuel to the flame. 

Ir is difficult to judge exactly what the opinion of French 
representatives here is. Talking to me the other day, 
one of them was very moderate. Two days later, another 
was almost violent against the present German Government, 
saying, “Unless they alter their attitude, it means 
practically war.’’ General Nollet, on the other hand, 
appears fairly calm. The explanation is probably that those 
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CHAP. are calm who were against the policy. ‘The violent ones 
qaanaee vee those who advocated what has been done and are stung 
1923 by its failure. 
Tue Italian Ambassador talks in a critical sense against 
the military occupation of the Ruhr, and against measures 
of violence generally. A general or reciprocal disarmament 
was the only remedy for the ills of Europe. 
Tue Germans are just tumbling to the view that the 
disarmament of Germany by the Commission of Control 
is the real cause of their being unable to resist aggression. 
Tuery draw two conclusions : 
(i) THat the Commission of Control, by carrying out its 
work too completely, has rendered Germany impotent to 
resist aggression. 
(ii) TuHat Powers like England and Italy, who assisted in 
carrying out this “unjust and one-sided disarmament,” 
have a moral responsibility to defend those from whose 
hands they have taken the arms. 
Bonar Law is ordinarily compared to Pontius Pilate, in- 
asmuch as he dissociates himself from an act which he 
believes unjust and illegal, but does nothing to prevent it. 


BERLIN, Fanuary 25, 1923.—Isolated action of France in 
occupying the Ruhr against our advice and without our 
assistance will obviously raise the question whether it is 
expedient for England to remain a member of the Rhineland 
Commission. There are strong arguments both ways. 
The plea usually brought forward in favour of remaining 
is that we exercise a moderating influence. If we retired, 
more violent action might beadopted. But the invasion of 
the Ruhr shows that the effect of our moderating influence 
is not very conspicuous. From the financial point of view, 
the cost of the occupation might be saved. But the financial 
argument is not dominant. 

My original i impression had been that it was desirable to 
continue the occupation by British troops, but when one 
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comes to consider the arguments, it is strange how little 
there is to be said for maintaining them. Until recently 
one thought that the presence of British troops would 
exercise a moderating influence, but that mission has 
more or less failed. If they do not moderate, what 
do they do? ‘They certainly do not protect, and they 
absorb money which might go to reparation. Do they 
constitute something with which we could subsequently 
bargain, either with Germany or with France? Here, 
again, the value is doubtful, for they are neither agreeable 
enough nor disagreeable enough either to France or 
Germany for their retention or withdrawal to be a means 
of effective pressure. 
STRATEGICALLY, it is obvious that there can be no justifi- 
cation for keeping a small force isolated in the centre of 
an agitated Europe. They constitute little more than a 
hostage to fortune. 
Curiousty enough, the Germans would be extremely 
adverse to our abandoning our present position. While 
their situation is not agreeable, they think it would be worse 
were the French and Belgians alone at Coblenz. 
Lecatty there appears to be no doubt that the withdrawal 
of British troops from the territories of the Rhine would 
not form a breach of our obligations. The position 
between England and France under present circumstances 
is strained, confused, and illogical. Bonar Law has formally 
disclaimed all responsibility for the results of French action 
in advancing into the Ruhr and has expressed his sincere 
regret that the situation has arisen. At the same time, the 
French Government has been assured that the feeling of 
friendship between England and France remains unchanged 
and that we propose to reduce to a minimum the oppor- 
tunities for friction and disagreement arising from the 
French action. 
PreciseLy how the English representative on the Rhineland 
High Commission is going to act passes human compre- 
u—tIl 
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hension. He will probably have to abstain from taking 
any part in decisions on matters which result from such 
French action as have met with the express disapproval 
of the British Government. I pity both Lord Kilmarnock 
and General Godley. The problems arising from our 
position on the Rhineland Commission are complicated 
not only by the advance into the Ruhr but also by the policy 
of the buffer State, as a supplement or alternative. The 
proposal in its present form is to separate the left bank of 
the Rhine from Prussia and create an autonomous State. 
But the precise objective varies from week to week. 


Brruin, Fanuary 26, 1923.—In my judgment the essential 
and fundamental document in the whole reparation 
controversy was the Report of the Four Experts (MM. 
Keynes, Cassel, Jenks,and Brand), which was communicated 
to the German Government on November 7, 1922. If 
this document had been adopted bythe German Government 
and by the Allies, a solution was possible and the restora- 
tion of German finance was by no means out of the question. 
UnrortTunaTELy, the German Government did not at all 
appreciate the importance of the proposals made, or the 
possibilities which the scheme presented. Instead of 
making proposals to the Allies on this precise basis, they 
confused the Keynes-Cassel Report with that drawn up 
by the other experts—a Report which had little value— 
and they made a proposal which it was possible for M. 
Poincaré to reject without benefit of clergy. 

Ir the German Government were blind to the proper 
solution, the French Government were no less so, their 
diagnosis of the real position of Germany being completely 
erroneous. They assumed that large sums of money 
could be extracted from German industrials by the exercise 
of adequate pressure, and they failed to realise that the 
only method under which France could receive any 
considerable amount of immediate or prompt cash was by 
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restoring German credit in such a way as to permit the 
issue of a loan on international markets. Had such a loan 
been possible it would, in my judgment, have been proper 
to give France a large proportion of the proceeds. This 
appears to me to have been the only means by which their 
financial necessities could be met. 3 

Ir is quite clear that, if the above view is correct, then the 
exercise of sanctions—invasion of the Ruhr, etc.—was 
absolutely destructive of what was desired, viz. money. 
Various views are suggested here—that Poincaré’s real 
aim was the control of the Ruhr, that France’s object was 
the extension of her frontier to the Rhine, etc., but probably 
the truth lies in the fact that Foch’s desideratum has been 
and is the Rhine Frontier—give him the Rhine and he 
would abandon reparations, the Ruhr and everything else. 
Poincaré has perhaps even wider objectives, military and 
economic. 

Wuatever the causes of the action taken, the result in 
Germany has been very marked. The national spirit 
which had dropped since 1918 has revived considerably— 
so considerably that any reasonable solution of the Repara- 
tion Question will be infinitely more difficult than it was 
three weeks ago. It appears to me hard to devise a solution 
which will not leave matters much worse than they were 
before. 

Tue French have all along listened to certain subordinate 
agents here, and have expected the Germans to acquiesce 
in any strong action which might be taken. There is a 
good deal in past history to justify this expectation, but so 
far, in this instance, it has proved fallacious. 

Recarpinc the possibility of successful intervention, 
with a view to bringing about a solution, I do not think 
that any hope exists at present. The Ruhr experiment 
has been entered upon; it must be tried out. 


BERLIN, January 29, 1923.—The notable feature is that, so 
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CHAP. far, there is no perceptible weakening in the German 
January Tesistance. On the contrary, there is greater unanimity 
1923 than at any time before, and I am told that the violence 
of feeling in the lower classes and among the Socialists 
is fully equal to that in the classes abave. I say, advisedly, 
“so far,’ as there are some good judges here who think that 
the Germans cannot stand the pressure of no food, and that 
they will give way after two or three weeks of it. This is 
the opinion of a minority, but of a minority which is 
certainly intelligent, being largely Semitic. It is clear 
that the real trial of strength will only come when the 
_ Customs line cutting off the Ruhr from Germany is imposed. 
Tue fact that no coal has gone to Lorraine for the last three 
weeks, and that the blast furnaces there have blown out, 
naturally encourages the Germans to expect a change of 
attitude in Paris. But I hear that the German Chargé 
d’Affaires in Paris does not anticipate any alteration of 
opinion in the Chamber before three weeks or a month. 
RosENBERG continues to say, ‘‘ Germany iss quite ready to 
negotiate as soon as the French are out of the Ruhr, but 
no Government could live which attempted to negotiate 
before this condition is fulfilled.” 
RecaRDING the idea of evacuation of Cologne by Eng- 
lish troops, public opinion here is distinctly against it. 
Curiously enough, opposition is particularly strong in 
German military circles. The reason they put forward is 
that evacuation of Cologne would force Germany into the 
arms of Russia—a policy which the army is violently against 
on anti-communistic grounds, 


Berun, February 2, 1923.—Discussion goes on actively 
here regarding the motives of France in making a military 
advance into the Ruhr. The old explanation that the 
advance was carried through in the interests of a future 
cartel between French and German industries is discredited 
by the fact that at any time during the past eighteen months 


JANUARY—FEBRUARY 1923 165 


French industrialists could have come to a favourable 
agreement without resorting to military action. A leading 
continental steel authority explains the position as follows : 
“Tue real motive of France in invading the Ruhr is not 
properly understood. English coal and steel experts have 
not grasped the true meaning. It is not a commercial 
agreement between the Lorraine ore-fields and the 
Westphalian coal-fields that they seek. A commercial 
agreement will not satisfy them. What they require is 
political control over the Ruhr coal-field so as to ensure 
France an adequate supply of coke, not only in time of 
peace, but above all in the case of a prolonged war. French 
coal will not make coke, and without coke France is 
incapable of making a prolonged war, because she cannot 
produce the amount of steel required. During the Great 
War France was dependent on England and America 
for steel. Unless France dominates the Ruhr coal-field, 
or unless, on the other hand, she is certain of English and 
American supply, she is incapable of a prolonged fight. 
Conversely, if she dominates the Ruhr she is independent 
of England and America.” 

OrTuER experts I have consulted do not endorse the above 
‘view in its entirety. But it is of importance as coming 
from a technical authority. 

ANOTHER industrial magnate, of classical proclivities, 
amused me to-day by quoting Martial, with reference to 
the projected fusion of Lorraine and Ruhr interests. 


“ Nubere vis Prisco: non miror, Paula ; sapisti. 
Ducere te non vult Priscus: et ille sapit.” 


Berwin, February 6, 1923.—I fear Curzon has had a terribly 
wearisome time at Lausanne—all the delays of the East 
without the delights usually associated by imagination 
with an Oriental experience. But he has rendered an 
immense service not only to England but to the world. 
The unholy intimacy between Angora and Moscow was a 
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menace of the gravest kind. If he should have destroyed 
this menace it is a notable achievement. 

In conversation with Maltzan this morning, he said that 
he considered the Lausanne Conference a considerable 
success for England. If the Turks were reconciled with 
England, as appeared probable, it was practically cer- 
tain that the Russians would follow them. The Russians 
would follow the Turks in their foreign alliances and 
hostilities. 

TCHITCHERIN had intrigued with everybody at Lausanne, 
and had followed very devious ways, but Litvinoff was a 
bitter enemy of Tchitcherin, and had pulled against him at 
Moscow, so that neither of them really got his way. Frick, 
who is Nansen’s assistant on the League of Nations at 
Moscow, had manceuvred a great deal to bring the French 
and Russians together. His idea was a great commercial 
combination—France, Russia, Germany. 


CHAPTER VII 
FEBRUARY 1923 


German disarmament—The Reichswehr—Attitude of Germany towards 
England and U.S.A.—Dinner at a political house—Tchitcherin once 
more in Berlin—Soviet policy and the Ruhr—Maltzan on Russia— 
Lichnowsky on causes of Great War—General Hoffmann: the true 
story of Tannenberg. 


ERLIN, February 7, 1923.—On the question of the 

revival of national feeling in Germany—it would seem 

that the events of recent months have noticeably 
quickened public feeling in favour of unity and nationalism. 
It has been said by an American observer that only two 
people have ever been able to bring about German unity— 
Bismarck and Poincaré. At the present moment there is 
probably less separatist feeling and less party animosity in 
Germany than at any period since the Armistice. Personal 
and party recrimination and divergencies have been tem- 
porarily silenced by resentment against what is regarded as 
an act of illegal spoliation. Recent action by the German 
Government has been endorsed in the Reichstag both by 
extremists on the Right and Left—the only adverse votes 
recorded being those of the Communists. Since the Reich- 
stag debate on January 13 even the Communists, acting 
apparently on instructions from Moscow, have joined in 
the general protest. It is not to be expected that this 
unanimity will last, but it required resentment of very 
exceptional force to create so abnormal a condition, even 
for a space of weeks. 


Berun, February 7, 1923.—Disarmament. The year 
1922 has brought the operations of the Commission of 
Control to a point not far from the complete execution of 
their programme—certainly far beyond the point where any 


danger need be feared by England from the undue military 
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AE er naval strength of Germany. It is, indeed, probable, 
nara should the “‘ balance of power” theory again become a 
1923 dominant English conception of policy, that future critics 

will consider that a mistake has been made in 1922 in 
disarming Germany so far without disarming other Powers 
of Europe. 
As concerns the execution of disarmament, it may be said 
that the Naval Commission has completed its task. 
Wiru regard to the Military Commission, negotiations 
have taken place during 1922 tending towards the institu- 
tion of a Permanent Military Committee of Guarantees, 
paid by the Entente Powers, as a substitute for the present 
Commission of Control, which is paid by Germany. At 
one time during the year, the German Government were 
inclined to adopt the view that this transformation would be 
advantageous for them, but negotiations on this subject 
have ceased since the invasion of the Ruhr. I regret this, 
as | am apprehensive about the period when the Military 
Commission is withdrawn. oe 
Tue work of disarmament in Germany has been carried 
out by the Commission of Control with skill and with 
surprising completeness. Notwithstanding a certain mini- 
mum of inevitable resistance and concealment, it should 
be added that in no other great country would an operation 
of disarmament have met with so little resistance as here. 
The German Army. Inthe course of 1922 an improvement, 
noticeable to the most casual observer, took place in the 
discipline, turn-out, and general bearing of the men of 
the German Army. During the period immediately 
following the war political instability and labour agitation 
led to bad discipline, slovenliness, and apathy amongst 
officers and men. ‘This state of affairs, which lasted until 
after the Kapp rebellion in March 1920, is now rapidly 
changing. General von Seeckt, the present chief of the 
General Staff, is an energetic, level-headed, and, for a 
Prussian, broad-minded man. Under his auspices the 


FEBRUARY 192 3 169 


efficiency of the army has, particularly in the course of 
the last few months, been raised to a considerable degree. 
Great stress has been laid on the importance of sport as 
training, and inter-unit competitions of every conceivable 
kind take place frequently. 

Morate and esprit de corps have improved, more particu- 
larly amongst troops stationed in agricultural districts. 
Units stationed in the large industrial centres, such as 
Berlin, Central Germany, and the Ruhr area, are still subject 
to communist propaganda, which tends to strain relations 
between officers and men. 


Beruin, February 8, 1923.—Attended a dinner last night 
at Frau von Oheimb’s—an important political lady who 
still exercises a good deal of influence in the Volkspartei. 
The Chancellor was there, and several politicians. 

Tue general impression I got was that Cuno and the 
Government are firm and confident. The Chancellor 
has been greatly encouraged by the reception he received 
in the Ruhr. On the other hand, the general attitude of 
politicians is somewhat pessimistic and hesitating. Though 
pleased, to a certain degree, by the success of Cuno’s policy, 
they are by no means confident that the success will con- 
tinue. Of course they say that the break will come from 
the Socialists alone, but I doubt this. 

Ar last the Government seem to realise the extreme 
inefficiency of the Reichsbank management, and are talking 
of setting up a committee of control of exchange and note 
issues. [his step comes very late, but may yet be of 
service, if it is pushed vigorously enough. 


Bern, February 9, 1923.—In certain circles here some 
apprehension is beginning to be felt at the comparatively 
short distance—approximately 250 km.—which separates 
French forces at Mayence from Czecho-Slovakia. 

Tue idea is that an attempt might be made to separate 
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North and South Germany by an advance across Baden, 
Wiirtemberg, and Bavaria. 


Berun, February 9, 1923.—Tchitcherin has been here 
twenty-four hours, and there is the usual crop of rumours. 
He seems to tell every interviewer a different story, but 
Rosenberg says that he is much milder than when on 
his way to Lausanne, and more chastened. He does 
not conceal the fact that England scored a great success 
at the Conference and is on the eve of having Turkey 
again for a friend. 

As regards the Ruhr question—the fundamental Tchit- 
cherin view is that it ought to constitute a great opportunity 
for Russia to make universal trouble and bring down the 
capitalistic régime in Europe: this is his big scheme. 
If it cannot be carried through, then he would like Russia 
to play a part in bringing Germany and France together. 
Tue German Government have told him pretty squarely 
that they will not be a party to any agreement or even to 
any negotiation behind the back of England. I hear 
that even Maltzan holds this language, but this may or 
may not be true. I have no doubt about Rosenberg. 


Bern, February 9, 1923.—The tales brought from the 
Ruhr by travellers do not point to much French confidence 
or to any diminution of German hostility to the occupation. 
The pessimism of the French military officers is confirmed 
by their own comptes rendus. These appear to be 
honest soldierly documents—but they do not point to 
much confidence or much success. 

Ir is something to the credit of the writers that the reports. 
are not over-coloured by that father of lies—propaganda. 


Bern, February 11, 1923.—The arrival of Tchitcherin 
in Berlin can only be compared to the arrival of a film 
artist. He is interviewed by every reporter of every 
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journal, sees the less austere Government officials, and all 
the leading Jews. 

Tue Government atmosphere, however, is much less 
favourable to the Russian connection now than it was at 
the time of Rapallo. Even then I did not believe in any 
close co-operation, and I believe still less in it now, unless, 
indeed, Germany is driven absolutely to an extremity. 
Germany could only obtain the support of the Soviet army 
by adopting Bolshevism, or going pretty near it. 

Reports from Moscow all agree that Tchitcherin, up to 
nearly the last scene at Lausanne, had lost a great deal 
of his influence. He was criticised for having let the Turks 
act independently and come to an agreement with us 
regarding the Straits. Indeed, up to the last week it 
seemed possible that he would lose his post, but non- 
signature has brought his shares up again and he goes back 
fairly influential. 

REGARDING commercial possibilities in Russia—one hears 
the most diverse tales. A very clever German banker who 
went there lately for the Deutsche Bank, told me that no 
industrial enterprise in Russia could answer as labour cost 
roughly eight times as much as in Germany. This made 
working expenses prohibitive. The Soviet would discuss 
any point except the reduction of wages and a diminution 
of workmen’s privileges. On these questions they are 
intractable. 

Tue best German journalist in Moscow has just returned 
here. His view is that all these diplomatic and commercial 
negotiations are merely trifles. The moment the chances 
of promoting a world revolution improve, these trifles are 
forgotten and the whole fanatical enthusiasm of leading 
members of the Soviet is absorbed in propaganda. They 
think they see a favourable moment now, on account of 
the Ruhr invasion, and they are pouring agents into the 
Ruhr. 


So far the journalist : what he says may or may not be 
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true. It is difficult to check. What is undoubtedly true 
is that French and Belgians swear by the Soviet organ the 
Rote Fahne, and distribute large numbers of it among the 
population. ‘They say it is the only German paper which 
gives an honest account of their proceedings. 

THERE is a certain disappointment here regarding Tchit- 
cherin. They found him some degrees more friendly to 
France than three months ago. 

THERE is, indeed, little doubt that he hoped, on arriving 
here, to be the intermediary in a private settlement between 
France and Germany. He only abandoned this idea 
when his private friends here told him that the Government 
would not enter upon any discussion without stipulating 
the abandonment of the Ruhr, and without at the same time 
bringing England and America into the final settlement. 
The Tchitcherin scheme had been to leave England out. 
Ir seems certain that Tchitcherin has received, through 
some channel or another, a pretty direct assurance that 
France will resume diplomatic relations with Moscow, 
provided that Moscow’s attitude is satisfactory in certain 
crucial directions—presumably in the matter of the Ruhr 
and in that of the French bond-owners. 


BERLIN, February 13, 1923.—Had a long talk this morning 
with Maltzan about Tchitcherin’s visit and relations 
between Russia and Germany. 

Mattzan did not admit any disappointment at Tchitcherin’s 
attitude. He said that Tchitcherin had sustained a personal 
and political failure at Lausanne and was not very sure 
of the kind of reception which awaited him at Moscow. 
The Litvinoff-Krassin combination was working hard 
against him. Litvinoff, who glories in a proletariat origin, 
was enchanted at Tchitcherin having been snubbed by 
Curzon, and continues to say, ‘‘ You see, his aristocratic 
connections and his ‘ancien régime’ manners have done 
him no good.” 
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Ma ttzan agrees with the view that the Ruhr invasion has 
reopened the vista of possible world revolution to the 
Bolsheviks. Directly that prospect dawns they have eyes 
for nothing else. 

Mattzan had spoken to Tchitcherin and to Krassin about 
the Urquhart agreement, saying that Krupp was interested 
in it and that it made relations for Germany very difficult 
if ratification was indefinitely refused. Tchitcherin had 
not exaggerated the difficulties of ratification, which he 
thought possible with small modifications ; but he had not 
made any definite promise. 

I sHouLp judge Maltzan not to be quite as resolute about 
the Ruhr as are Cuno and Rosenberg. 


BERLIN, February 13, 1923.—Dined at Prince Lichnowsky’s! 
last night and talked to him after dinner about events in 
1914. Hewas German Ambassador in London from 1911 
to 1914. 

His central theme is that the war was brought about 
by Germany’s alliance with Austria. Directly Germany 
abandoned Russia and became the ally of Austria, war was 
inevitable. After his resignation, Bismarck had perpetually 
advocated the policy “‘ zuriick zu Russland,” but either it 
was too late or the Emperor would not listen. Throughout 
all his early career Bismarck had been the firmest and most 
vehement advocate of the Russian alliance, but his hatred 
of Gortchakoff later assumed such proportions that he was 
driven to the Austrian connection. 

Licunowsky will not have it that German naval policy on 
the Tirpitz lines was the cause of England coming into the 
war. He maintains that in the spring and summer of 1914 
Germany was quite popular in England—he received 
numberless invitations from municipalities and Chambers 
of Commerce to dinners ; there were only two Ambassadors 


1 LicuNnowsky, Prince Karl Max, Ambassador to England 1911-1914. See 
Vol. I, p. 146. 
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CHAP. in London who counted at all—himself and the American ; 
VIII : 
BE: the tone of all classes towards Germany was friendly, the 
1923 naval rivalry having been forgiven or forgotten. In my 
judgment all this is quite misguided and a complete 
perversion of the facts. If he reported to his Government 
in this sense they may well have been misled as to the risk 
of England taking part in the war. 


Bern, February 13, 1923.—Whenever I see the Italian 
Ambassador I am impressed by his deep pessimism about 
the present position of Europe. He sees nothing before 
us but French domination through Central Europe, Italy 
unwillingly consenting to this, and England either con- 
niving or standing out. 

In his conversations with Rosenberg the latter always 
says: “I do not either like or dislike the position. It 
was the only course for us. Our policy in the Ruhr was 
the only one open to Germany. ‘Therefore, I do not ask 
myself whether the result is agreeable or the reverse. We 
have to live it through.” 


BERLIN, February 15, 1923.—One must have clear ideas as 
to what is worth fighting for. It should be recognised as 
axiomatic that any promise of reparation payment is worth- 
less which is not preceded by stabilisation of the budget, 
involving stoppage of all new note issues which endanger 
stabilisation. Priority must be given to basic budget 
reform. If these conditions are fulfilled, I believe the 
German exchange could be stabilised round about some 
appropriate level—the precise figure does not matter. 


Bern, February 16, 1923.—An interesting document has 
come into my hands, this being a report by the chief 
Moscow delegate in the Rhine Province. The light it 
throws on the views held by the Soviet regarding the Ruhr 
occupation, and regarding the best method of utilising that 
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occupation for political purposes, is very instructive. As 
in all communist documents, I am impressed by the 
extreme prolixity of the style no less than by the curious 
standpoint assumed by the writer. 


Foreign Delegation of 
Russian Communist Party, 
Now.1-7. 
To the Information Bureau of Repre- 
sentatives of R.S.F.S.R. in Germany 
(Press Bureau). 


I am sending to you for your information a copy of the 
report sent in by Comrade Warsxy, Special Delegate to 
the Rhine Province and member of the Executive Com- 
mittee of the Communist Party. 


FoMEEN. 


THE GERMAN COMMUNIST PARTY AND 
EVENTS IN THE RUHR 


‘THE tactics pursued by the Communist Party in Germany with 
regard to the aggressive attitude adopted by the Ruhr workmen 
towards the French occupation have called forth a series of 
polemic articles in the German Labour Press. 

Tue French Press has devoted no less attention to the same 
subject and has attempted to represent the French troops as 
defenders and liberators of the German proletariat from the yoke 
of German capital, beneficent judges wishing to establish at 
the Ruhr kindly class relations. 

Tue French commander, from the first moment of the occupa- 
tion of the Ruhr, gave proof of a surprising tolerance towards 
communist organisations and towards more or less well-known 
members of the Communist Party. The prohibition issued to 
all workmen, bidding them refrain from public discussions on 
local occurrences, was not made to apply to communist meetings. 
The meaning of the French tactics was clear. The French 
simply wanted to buy over the Communists, to make them serve 
as tools for their purpose, which was to separate the proletariat 
of the Ruhr from their comrades of the Rhine region and then 
begin to rule. 

Bur General Degoutte is not a Julius Caesar, and the Ruhr 


CHAP, 
VIII 


February 
1923 


CHAP, 
VIII 


February 
1923 


176 


AN AMBASSADOR OF PEACE 


workman is not a Gaul. The tactics of the French Staff were 
easily seen through, and by their naive simplicity and typical 
blunt militarism, could only call forth ridicule. The benevolence 
shown by the French commanders will certainly be made use of, 
but not in the way desired by the French. It will be utilised 
exclusively in the interests of the working population of the 
occupied region. The tactics of the Communist Party must be 
clear toall. If the bourgeois parties, together with the Socialist 
Labour Party, wish to form a single, national front against 
French aggression, if the Socialist Parties of the Ruhr and Rhine 
have proclaimed a holy peace between Labour and Capital on 
the Rhine in the name of the defence of mutual national 
interests, the Communist Party in Germany, not protesting 
against this abnormal union, is now trying to create a united front 
among the workmen in the coal-fields of Germany in order that 
Labour may be able to wrestle not only with French Occupation 
Troops for the sake of German national interests, but also to 
fight Capital, which sooner or later will ride on the backs of the 
German proletariat. 

Tue German Communist Party considers the creation of such a 
united front among the workmen of the Ruhr and the Rhine 
indispensable because there is a possibility that an undertaking 
between French and German capital may be reached at the cost 
of the local German workmen and proletariat. ‘This will then 
force on a struggle at both ends, and the necessity will arise of 
fighting Franco-German capital, united in a single front. At 
present, such an association is impossible. National interests 
are too powerful, and German capitalists, however great might 
be the advantages to them, cannot take any steps towards a 
separate understanding, by coming to a compromise with their 
French confederates. But we know that times change, and 
that Capital is always outstripping Labour by virtue of its 
elasticity and adaptability to circumstances, and perhaps the 
hour is not far distant when French and German capital, 
recognising the dangers menacing them through class hatred, 
and recognising the possibility of external changes, will try to 
obtain peace. When that comes about, not only the workmen 
of the Ruhr and the Rhine regions, but also those of the whole of 
Germany, will feel at their throats the deadly grip of the world’s 
bourgeoisie. 

Unnper these circumstances, the German Communist Party is 
at present trying to unite all the proletariat forces under one 
banner of class-defence, firstly against French militarism and 
secondly against all Capital, whether French or German. This 
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position, accepted by the Communist Party, will remain unaltered 
until the troubled days of the Ruhr are ended. 

In permitting communist meetings the French Commander has 
evidently not taken these circumstances into consideration. The 
German proletarian does not look on the French soldier as an 
enemy. National hatred ended with the war in 1918. ‘The 
German proletarian sees in the French soldier of the army 
occupation the French workman and peasant, led into error by 
French bourgeois opinion and poisoned by the Chauvinism of 
French militarism. “The German proletarian is obliged to 
explain the situation to the French workman and peasant, on 
whom deceit and subterfuge have been practised, and whose 
hatred has been developed by the bourgeoisie and French 
Capital. When this aim has been reached by the German 
Communist Party, the French Commander will perhaps com- 
prehend that neither change of circumstance nor anything else 
will ever succeed in making the German Communist into a 
French tool or into a man who will admit the sacrifice of his 
country’s life interests for the petty results and the benevolent 
attitude promised by the French army of occupation. 

GERMAN workmen have already united into one working family 
to struggle against the foreigners’ violent methods. ‘They are 
pursuing one aim, perhaps by different roads. The lessons of the 
present moment may possibly in the long run unite these roads. 


Essen. January 20, 1923. 


Berun, Pedruary 20, 1923.—Met General Hoffmann,! the 
leading German general on the Russian front throughout 
the war. Only four people at luncheon, so we had a talk 


HorrmMann, Lt.-General Wilhelm. Born 1852. Artillery officer, first 
gaining distinction in International Expedition to Chinain1g00. Through- 
out the Great War, he served on the Russian front on the staff of Marshal 
von Hindenburg. Claims to have been author of plans which won the 
battle of Tannenberg ; had violent quarrels with General von Ludendorft 
on these and other grounds. During the negotiations which led to the 
Peace of Brest-Litovsk, he distinguished himself from most German generals 
and diplomats by his unconcealed distrust and dislike of the Bolsheviks. 
After the Armistice he offered to lead an army of six divisions to Moscow in 
order to destroy the Soviet régime, and appealed several times to the Allies 
to sanction such an operation or to undertake it themselves with his co- 
operation. Ranked very highly as a strategist in the opinion of most German 
and foreign military experts. Published sensational book of memoirs, 
chiefly remarkable for his attacks on Ludendorff, Died 1929. 
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for about two hours. When I say “ talk,” he practically 
held forth for the whole time with but little prompting. 
In appearance like an English admiral of the eighteenth 
century. Very breezy—apparently open—with an essen- 
tial underlying brutality veiled by a frank address. 
Nothing of the Parade Ground, but a great belief in Force 
versus Right,and in militaryorganisation versus everything. 
Wirt regard to the present crisis, he said that he was 
against the policy of the German Government. The 
French would certainly stay in the Ruhr. They had armed 
force, and against armed force nothing was of any avail. 
I said: “* What would your policy be?” He replied : 
‘““An understanding with France; they are the stronger, 
we are the weaker.’”’ Hoffmann counts nothing but 
organised and armed force—the rest is ‘‘ Nichts.”  Fur- 
ther, all his opinions are governed by his general con- 
ception that nothing can go right in the world until the 
civilised powers of the West come together and hang 
the Soviet Government. “ Until the Soviet régime is 
knocked out, nothing is possible. You in England are 
more interested than anybody else. They want to destroy 
the present capitalistic civilisation. The strongest support 
of the present organisation of society is the British Empire, 
with its roots spread over four continents. The Soviet 
realise this strength, and recognise in you the greatest 
obstacle to a communistic proletariat régime. ‘They are 
your eternal enemies. You must be blind not to see that 
your one task is to destroy them.” Asked if he believed 
in the possibility of any unity between France, Germany, 
and England to attack Russia, he replied, “It is such a 
necessity, it must come.” 

ReGARDING the war, he was open and interesting. His 
view is that all war recollections are lies, so is most history, 
and the history of the last war will be no exception to the 
rule. First of all, people don’t see much except that which 
is close to them ; secondly, they are all anxious to defend 
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their reputations ; thirdly, they are all afraid of being 
indiscreet, so that they travesty even what they remember 
and think advantageous. In this way only a small fraction 
of the truth survives. 

AsoutT the great battle of Tannenberg nothing but lies, 
he said, have been written. ‘‘ I was the chief organiser of 
the battle, so I can judge. We knew that the Russians 
had to advance in two columns—one north of the lakes 
and one south. The North Column under Rennenkampf, 
the South Column under Samsonoff. We knew we 
could defeat either one of these columns if it was unsup- 
ported by the other. We calculated that the Northern 
Column would advance faster, having greater facilities of 
transport. So it happened. We attacked Rennenkampf 
and had a certain success—then we heard that the Southern 
Russian Column was advancing. I was in favour of letting 
them advance and of pushing on with our victory over the 
Northern Column. But the other policy was decided 
upon, so that we left a force to contain Rennenkampf and 
shifted our troops southwards to endeavour to defeat 
Samsonoff. Asa matter of fact, Rennenkampf could have 
sent support to the southern Russian Column faster than 
we could send support to the Southern German Army. 
Happily Samsonoff and Rennenkampf had quarrelled 
several years before in Siberia, so for twelve days Rennen- 
kampf stood absolutely still and sent no support at all, 
nor did he attack our containing force. We were conse- 
quently able to annihilate the Southern Russian Force. 
We were lucky in this campaign. Our victory was made 
by the jealousy of the hostile generals, and by the fact that 
we could read all the Russian wireless orders and knew 
exactly what they were doing. All the press stories about 
thousands of Russian soldiers being drowned in the lakes 
were nonsense—there was no water in the lakes. At the 
same time, the Russian losses were throughout the whole 
campaign enormously greater than ours.” I asked in what 
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proportion—was it 4 to1? Hesaid, “Ohno! 15 tor 
atleast, 7 

REGARDING losses on other fronts, he would not admit that 
German losses were less than those of the English and 
French. “‘ At first the English were very bad at taking 
cover, as the Americans were later, but they improved. 
The great English advantage was that, when your first 
lot of officers were killed, you had, on account of sport 
training and so forth, a good reserve of officer material. 
In Germany all the men capable of being officers were 
officers from the start. They all got killed and we had no 
reserve to fall backon. We ought to have kept two-thirds 
of our Officer Corps in reserve to replace losses. But, 
of course, we all thought the war would be over in four or 
six months. 

““ GERMANY ought to have won the war on five different 
occasions. First, the original attack led by von Kluck. 
We ought to have had several more corps on our right wing, 
taking them from the left wing in Alsace-Lorraine. That 
was old Schlieffen’s plan. Secondly, after the Marne, 
when again we could have taken men from Alsace-Lorraine 
on the Left. The French and English were very weak 
in reserves. On two occasions in the East we could have 
surrounded the Russian army and compelled the Czar 
to make peace: once at the time of Lodz and once at the 
time of Kovno. A bold stroke would have surrounded 
the Russian force on each occasion. Then, again, there was 
the great opportunity in 1918. Ludendorff attacked on 
too broad a front north and south of the Somme. If 
he had concentrated on an attack north of the Somme 
he would have captured Amiens, and if he had 
captured Amiens he had won the campaign, and won 
the war.” 

GeneRAL HorrMann did not pay much attention to the 
point that Ludendorff was diverted by the German success 
at Kemmel in the north. He repeated again and again, 
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“The real fault was attacking south of the Somme on too 
broad a front.” 

Recarpinec the present army he said : “ It is well enough, 
but it is nothing like the old army. I am against treating 
men roughly or brutally, but you cannot make an army 
when you have to deal with the men too delicately. Ifa 
recruit has his ears boxed it must do him good. I think 
the present cavalry is good. It is composed of men who 
are naturally fond of cavalry work, and who make it their 
passion ; but I do not think much of the infantry : besides, 
there are not enough of them.” He did not say anything 
about the absence of munitions. He is so wrapped up 
in the old army that he cannot think anything of value in 
comparison with it. 

AxoutT foreign armies, ‘The Russian Army,” he said, 
““is not good; how can it be? You cannot improvise an 
army. It took us 150 years to create ours, and Trotsky 
has had to build up the whole organisation from a nucleus 
of a few regiments of Letts and Chinese, who are execu- 
tioners and torturers more than soldiers. The Polish 
Army is also very poor—but the Czecho-Slovaks are 
worthy of respect : not that the French officers have done 
much ; they have just drawn their pay and amused them- 
selves. ‘The Bohemians have always been in the middle 
of a fighting country, and they are naturally good troops. 
Of course, under Austrian leadership they got soft—any- 
body would.” 

General Horrmann said he had a high opinion of Conrad 
von Hoetzendorff, the head of the Austrian General Staff : 
he was a fine fellow. Healso knew and liked Suchomlinoff, 
head of the Russian General Staff, who had been a friend of 
his before the war. Suchomlinoff was not responsible for 
the Russian mobilisation. He had lost influence with the 
Emperor owing to a second marriage with a woman of 
inferior class. His first wife was a delightful woman. 
Suchomlinoff was now in Berlin, but he (Hoffmann) had 
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not seen him. Their memories of the past would be too 
sad ; he preferred not to meet him. 

Ta.kinc about Brest-Litovsk, he said: ‘“‘ All that Czernin 
writes about Brest-Litovsk is lies. I can prove that he is 
wrong in nearly every line of his diary. He was quite a 
good diplomatist of the old school, but the old school is 
no good for modern times. When we arrived at Brest- 
Litovsk I told him he must stand up to the Soviet and not 
put up with any nonsense. ‘ Tell them they are obviously 
compelled to make peace and must accept our terms 
without too much discussion.’ Czernin said, ‘But I 
cannot threaten them—I must discuss.’ That was no 
good.” Before the meeting at Brest-Litovsk, Ludendorff 
had telephoned to Hoffmann to say the Russians wanted 
to make peace—*‘ Can one negotiate with them?” Hoff- 
mann replied, “I will negotiate with the devil if you 
like, but we must not stand any nonsense.” 

Trotsky was a man of ability and force. The other 
Russians he did not think much of. “* 


CHAPTER IX 
MARCH—APRIL 1923 


The Ruhr and German unity—Loucheur’s visit to England—U.S. Steel 
Magnate on European outlook—Rosenberg on same subject—Loucheur’s 
proposals to Bonar Law—Diplomatist’s views on the Ruhr—Lord 
D’Abernon on economic results of Ruhr invasion. 


ERLIN, March 8, 1923.—Considerable discussion is 
ihe on here as to whether the unity of the Empire 

is not stronger now than it was in Bismarck’s time. 
The general opinion appears to be that, as regards vertical 
clefts, i.e. clefts between Prussia and the different States, 
separatism has less hold on the people than twenty or thirty 
years ago. On the other hand, class differences, although 
they are temporarily submerged by hostility to foreign 
aggression, are undoubtedly graver. In a word—while 
vertical clefts are either less, or less apparent, horizontal 
clefts and divisions are essentially stronger than before. 
I nave talked over the subject a good deal with Rosenberg 
and quote his views as those of an intelligent observer. 
His opinion is that if the Cuno Government does not 
succeed in arriving at some workable arrangement regarding 
reparation, and in achieving the evacuation of the Ruhr, 
there will be civil war in six months. He would regard 
the replacement of the Cuno Government by a Socialist 
combination as practically certain to lead.to civil commotion. 
He also considers that any premature attempt of the Govern- 
ment to negotiate with France might lead to grave trouble 
either from the Right or from the Left : from the Right 
if the terms negotiated were not gratifying to German 
nationalist feeling ; from the Left if they gave rise to any 
suspicion that German labour was being sacrificed to 
French and foreign capitalism. 
Berun, March 20, 1923.—At my interview on Sunday 


(March 18) with Cuno and Rosenberg, I was surprised 
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and—considering the critical position of affairs—rather 
impressed with Cuno’s coming in straight from the 
Tiergarten in riding-breeches with apparently no care or 
preoccupation in his mind. Was this a prepared stage 
effect to give the impression that the German Government 
were calm and determined? ‘There is a curious similarity 
between him and his predecessor Wirth in the freshness 
and youthful vitality which characterise both. 

RosEnBERG takes life and his duties much more seriously, 
and speaks rather as an unfortunate but not ignoble victim 
of fate. He sometimes refers to the probability of his own 
assassination, and, if that occurs, to the gloomy outlook for 
his children. He had to take office when it was offered 
him, and, being in office, he has to follow the policy which 
has been adopted. This does not mean that he is not alive 
to its dangers. 

As regards the discussion with the English Government, 
Rosenberg did not appear to be hopeful about an arrange- 
ment which would facilitate British trade in the Ruhr and 
Rhineland. While Rosenberg is most anxious to meet the 
views and necessities of British trade he says he cannot do 
anything which sacrifices his general position. It would 
create terrible internal difficulties and would lead to the 
downfall of the Government, and that, he said, would 
mean something like revolution. His chief hope is that 
a divergence between the English and German views may 
be avoided until the Turkish settlement is arrived at, 
when England will be more free. 

Askxep whether Germany would accept the English 
proposal as formulated at Paris in January, he replied, 
‘“No; the figure fixed for reparation is too high, and the 
measures of control too severe.” 

As regards an independent Rhineland or a demilitarised 
Rhineland, Rosenberg declared that no German Govern- 
ment could accept the idea. A demilitarised Rhineland 
would be just a glacis protecting France, Where was the 
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glacis protecting Germany? I do not think this argument 
is very sound, and I myself rather incline to some kind of 
demilitarising proposal; but it must be a condition of 
such proposal that it admits of reciprocal defence. 


Lonpon, March 28, 1923.—I have not seen Lloyd George 
yet, but I am told he is in great spirits and wittier than ever. 
Talking of the foreign position, he said to someone the 
other day: “ They may criticise my Government as much 
as they like, but as long as we were in office we prevented 
the Turks from going to Constantinople, the French from 
going into the Ruhr, and the American hand from coming 
into our till. Now they have all got there.” He was 
rather critical of the present Government, saying: “ None 
of them appear to be doing much except Curzon, and 
he only goes on burnishing his own halo.” 

Bonar Law strikes me as very ill. He says he has had a 
cold for a month and cannot get rid of it. He looks five 
years older than last December. They tell me he remains 
very pessimistic about everything, and his colleagues have 
the greatest difficulty in keeping him up to the mark and 
in office. Curzon urged me strongly to cheer him up as 
much as I could. Unfortunately, one cannot invent news 
from abroad to cheer him, as the situation is extremely 
menacing ; but I sent hima prescription, which may prove 
useful. 


Beruin, April 4, 1923.—I have been turning over in my 
mind what new basis of negotiations could be pressed with 
a chance of obtaining both French and German consent. I 
am convinced that no fixed sum of total indebtedness would 
be agreed to by both parties : their views are too divergent. 
One must therefore advise a sliding-scale based upon 
exports or railway receipts or some other standards. Now, 
as regards financial control, something is clearly required 
both to furnish technical knowledge and to prevent the 
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CHAP. continuation of the currency policy which has already done 
so much harm. On the other hand, no German Govern- 
April 5 
1923 ment could accept foreign control over the whole budget. 
It must be limited to certain assigned revenues, e.g. 
customs or railways or taxes on alcohol. An indispensable 
step, if a real advance is to be secured, must be found in 
some guarantee to Germany against aggression. If this 
is given, a great deal could be asked in exchange, and 
naturally there must be a guarantee making France really 
secure. It is abundantly evident to-day that the disarm- 
ament of Germany without any reduction of armaments 
by France was a grave political mistake. As long as one 
Power is in a position of military superiority over all other 
Powers in Europe no real pacification is possible. 

Tue student of history in the future may find an analogy 
between the policy of Germany before 1914 and the policy 
of France to-day. The truth is that this attitude is 
characteristic of any Power which happens to be militarily 
predominant for the moment. The theory of balance 
of power is unfashionable, but the absence of balance 

raises problems not less difficult than its presence. 


AFTER three months’ occupation of the Ruhr, the obduracy of 
the German Passive Resistance had aroused acute anxiety 
among a number of leading French politicians and business men. 
One of the most active and intelligent of them, M. Loucheur,} 
was apprehensive lest an unsuccessful or protracted occupation 
should not only lead to a rupture of the Anglo-French Entente, 
but endanger his scheme for a close and profitable Franco- 
German collaboration in the domain of the heavy industries. 
He accordingly decided, whether in the first instance with or 
without M. Poincaré’s approval was not made clear, to inform 
official London through private intermediaries that he intended 
to cross the Channel for the purpose of discussing the Ruhr 
deadlock with Mr. Bonar Law and other British statesmen. 
The Prime Minister hinted that he would only consent to 
receive M. Loucheur at Torquay, where he was then staying 
for his health, provided that his visitor could show satisfactory 


1 Loucueur, Louis, See Vol. I, p. 132. 
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credentials. “These, after a visit by M. Loucheur to M. 
Poincaré and the President of the Republic, were apparently 
forthcoming although in a somewhat unusual form, and M. 
Loucheur, piloted by a French journalist and man of letters, 
M. Marcel Ray, distinguished by his devotion to the Entente 
Cordiale, reached England in the first days of April. 

Ir had been agreed both in Paris and London that M. Loucheur’s 
mission should be regarded as absolutely private, premature 
disclosure being likely to embarrass the French Government and 
to stimulate the impression in Germany that M. Poincaré was 
alarmed at the Ruhr standstill and weakening. Although 
everything was done to maintain the secrecy of M. Loucheur’s 
mission, it transpired that, following M. Loucheur’s visit to the 
Prime Minister at Torquay, German correspondents in London 
ascertained certain particulars which they cabled to their 
respective newspapers. 

Tue disclosure of the German correspondents caused a stir in 
France. M. Loucheur was attacked for his unwarranted 
intervention, and M. Poincaré was urged to disavow him. M. 
Loucheur retorted with much heat that his reputation and his 
aims had been hopelessly compromised by the disclosure in the 
Press. 


Lonpon, April 5, 1923.—To-day I gathered that there was 
some prospect of a considerable change in the French 
attitude. Loucheur is said to have come over to see 
H. M.G., and has been down to Torquay to see Bonar Law. 
The latter said he would only talk provided Loucheur 
produced credentials. Loucheur has returned to Paris to 
get these, and will perhaps come back next week. It is 
rumoured that the intention is to propose a peace based on 
new lines, i.e. the evacuation of both the Ruhr and the 
Rhineland against the constitution of the Rhineland as a 
State independent of Prussia but included in the Reich— 
certain military neutralisation to besupervised by the League 
of Nations. I doubt the Germans being ready to discuss 
anything of the kind ; it would only be possible on one 
express condition, namely, that guarantees against aggres- 
sion and attack should be absolutely reciprocal and pro- 
tect both sides. Officials here say there is no sense in 
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negotiating now. ‘Their plan is to wait in the hope— 
not very confident hope—that France will come to see this 
and ask us to intervene. If England, uninvited, takes the 
initiative of intervention, it will be resented by France and 
will lead to nothing. 

Tue same officials think the Turks will not sign at 
Lausanne and that they will never sign unless convinced 
the Entente is entirely re-established. This is difficult 
with Poincaré. Whatever his merits, he is not easy to 
work with. 


Lonpvon, April 5, 1923.—A long interview to-day with 
Judge Gary, President of the United States Steel Trust. 
He is evidently in intimate touch with the steel people both 
in France and in Germany; with Schneider of Creusot, 
no less than with Stinnes. 

He confirms the view— 

(2) Tuat the French could have had a commercial 
agreement with the Germans any time within the last twelve 
months. 

(6) Tuar this commercial agreement would not satisfy the 
French Government because it would only give control of 
the Ruhr produce during peace time. The French require 
control during war time, as without it they cannot produce 
the steel necessary for a long campaign. . 

Gary thinks that the parties are not ripe for commercial 
negotiation yet, but they may be in two or three months. 
He believes that both the German and the French sides 
are beginning to feel the pinch. 

RecarpiINnG English industrial affairs he is critical and 
pessimistic, saying that England has given the Trades 
Unions too great control ; that success in industry is 
only possible if capital has the entire direction, treating 
labour humanely and even generously, but reserving all 
rights of decision. England, without this capital control, 
cannot compete with countries like America, Germany, and 
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France, who are not hampered by having admitted Trade 
Union claims. 

As to American intervention in the reparation problem, 
he said the American people did not want to be accused of 
taking sides. If they intervened now they would certainly 
be accused of partiality. 4 

He spoke of the possibility of his coming back here in 
June or July, and then, as President of the World Steel 
Association, calling a meeting of the world interests 
in steel. He would not have the meeting now, as the 
French would refuse to meet the Germans, at any rate on 
equal terms ; but this attitude might be altered in a short 
time. 

A.tuoucH he did not say it expressly, Gary evidently 
thinks that, about the beginning of July, steel interests both 
in France and Germany will be ready to accept a good deal 
that they will not look at to-day. As an indication of the 
present attitude of the French Government, I elicited that 
he had telegraphed two days ago to Schneider, the head of 
Creusot, the leading steel authority in France, inviting 
him to come over to London to meet him. Although 
Schneider is the best-known industrial in the whole country, 
the telegram was returned undelivered, with the notation 
“* Address insufficient.” 

TaLkING over the business management of the United 
States Steel Trust—Gary said his principle has always 
been to have plenty of cash and to borrow from no one. 
In early days Morgan had advocated a higher dividend, 
which Gary resisted. Morgan said, ‘‘ If you run short 
of cash we can always lend it to you,” to which Gary 
replied, “The Steel Trust will never borrow from 
J. P. Morgan.” And it never has. Indeed, in the crisis 
of 1907 it was the Steel Trust money deposited with Morgan 
which enabled Morgan to help the market with 25 million 
dollars. Gary said that Rockefeller, ten years ago, had been 
worth at least 500 million dollars ; he had seen the secu- 
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rities. Now he is worth much more. ‘This was invested 
to so large an extent in tax-free securities that he thought 
the average income-tax paid on the whole fortune, instead 
of being 60 per cent.—which is the full rate—did not come 
out to more than 25 per cent. 

Gary’s principles had always been to treat customers 
fairly, workmen fairly, and rivals fairly—a policy quite 
contrary to that of others who have accumulated large 
industrial fortunes. 


Beruin, April 9, 1923.—The Loucheur visit to England, 
and his interview with the Prime Minister, have aroused 
a certain interest here, but are not generally thought to be 
as significant as I believe them to be. The Loucheur 
proposals, as reported in the Daily Telegraph,are condemned 
as unacceptable by all the press ; but this attitude the papers 
were almost certain to assume, for they would assume it 
regarding any proposal whatever. Apart from pretence 
and bargaining, however, feeling here is vidlently hostile 
to any separate régime for the Rhineland. 

On the other hand, opinion is quite friendly to very wide 
guarantees for non-aggression, on condition that these are 
reciprocal. 

Tue German is so. technically military that he rather 
underrates the view that in ten years’ time Germany will 
have 75 million inhabitants, and France 35 millions; he 
does not see how the 75 millions are to acquire big guns, 
aeroplanes, and military divisions, and he realises that the 
35 millions have them now and will maintain them. So 
he thinks his country weaker than it probably will be, and 
is the more ready to agree to mutual guarantees of non- 
aggression. 

I rounp Rosenberg yesterday in quite good case, and 
evidently rather satisfied with the progress of events. The 
Government is stronger and more popular than it was. 

I ro1nx that—like the public—he does not fully compre- 
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hend the significance of the Loucheur visit to London, 
and he is nervous lest England should be brought to 
admit the legality of the Ruhr invasion. This alarms him 
exceedingly. 

AxsovuT Russia he is categorical. When I told him that 
large sections of the public in Frarice, and to a less extent 
in England, believed in an imminent co-operation between 
Germany and Russia he was particularly indignant, saying, 
““ How can people in England lend credence to such 
nonsense? How can they suspect me of such a policy, 
when I spent four months at Brest-Litovsk fighting with 
these horrible people, and when Cuno, as a business man, 
is so resolutely anti-communistic ? Any intimacy between 
the present Government and Moscow is absolutely out of 
the question. I would make a public declaration to that 
effect ; only, if I do so, I shall have to add some friendly 
assurances in order to satisfy certain sections and opinions 
here, and I do not want to express these assurances.” 
THERE can be no doubt that, in the expression of these 
opinions, Rosenberg is sincere, but that does not prevent 
the fact that Maltzan, who is Secretary of State, holds quite 
different views. 

RecGaARDING duration of passive resistance, there is nothing 
to show any speedy cessation or any diminution of hostility. 
On the contrary, the signs are the other way. The Com- 
mercial Secretary here tells me that, although there is a 
certain amount of unemployment in non-occupied Germany, 
the privation caused by the barrier between the Ruhr and 
the rest of the country has been less irksome than was 
anticipated. Besides which, contraband helps, and some 
of the French soldiers are not above temptation. 

I persist in the view that the general financial position— 
which remains atrocious, but which no one here under- 
stands—is a more likely cause of Germany being brought 
to negotiate than the local position in the Ruhr or trade 
difficulties in the non-occupied area. 
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InrLation is like a drug in more ways than one: it is 
fatal in the end, but it gets its votaries over many difficult 
moments. 

Loucueur’s first condition for an agreement is that 
Germany must put her finance in order. He asserts that 
she can do this in one year, 

Ir is an improvement on previous French reparation 
schemes that the necessity of order in German finance is 
recognised as a pre-condition. Granted a full moratorium, 
there is no reason why German finance should not recover 
rapidly. 

LoucHEuR goes on to say that Germany must give com- 
mercial pledges to guarantee a loan, and suggests the 
customs receipts and the railway receipts. 

THERE is no fundamental objection to either of these 
guarantees. I greatly prefer a scheme under which foreign 
control (a) is limited to certain specific revenues ; (4) is 
enforceable through representatives of bond-holders 
rather than by Governments. It should be possible 
to prove to the German public that some kind of 
foreign control over customs and railway receipts is 
necessary in order to enable Germany to procure a loan, 
while a loan is necessary to achieve a settlement and to 
free the Ruhr. 

Loucueur further proposes a guarantee by German 
industrials, who will be required to hand over 25 per cent. 
of the shares or stock of their limited liability companies. 
Turis has always been a false scent. The amount obtained 
would be relatively insignificant ; the difficulties of transfer 
and subsequent administration almost insuperable. Super- 
ficially the proposal is attractive; close examination 
shows it to be unpractical. 

Loucueur asserts that the surplus of the German Budget 
must be between 2,000 and 3,500 million gold marks. 
Ir is possible it could be made so, but it is not possible for 
anybody to form a reasoned opinion on the subject to-day. 
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Tuere is a good deal in the point made by Loucheur that 
Germany has practically no internal debt. 

Ir is suggested that the German Reparation Debt should 
be fixed as follows : 


(4) 500,000,000 gold marks to Belgian priority. 
(2) 40,000;000,000 gold marks priority to France, 
Belgium, and Italy. 

(c) A sum equal to the amounts demanded by the 
U.S.A. from her European Allies. 


TuEsE proposals are fantastic, cynical, and unacceptable. 
They amount to postponing the sums due to England to 
a prior charge of 40,500,000,000 gold marks paid to 
France, Belgium, and Italy, and leaving England with a 
remote chance of obtaining from Germany some contri- 
bution towards the sums payable to America. 

Ir is suggested that a series of international loans should 
be issued during the years 1923-5, and it is contemplated 
that approximately £2,000,000,000 might be issued in 
the course of six years. 

THERE is no chance of the world being able to take any sum 
at all equal to this estimate. There is little possibility 
that Germany will be able, between now and 1930, to pay 
2,4.00,000,000 gold marks per annum. 

My view is that a two years’ full moratorium is required, 
during which Germany shall make no foreign payments. 
This isa minimum. Reducing the period or pressing for 
certain payments during the moratorium will merely 
render recuperation less complete and destroy the essential 
condition, which is—a sound financial position to Germany. 
Until she either commences payments, or proves her 
solvability, the issue of a loan will be difficult or impossible. 
Probable pre-conditions of floating a loan are: 


(i) Restoration of German currency and establish- 
ment of equilibrium in German Budget ; 

(ii) Lrseration of German industrial resources ; 
u—13 
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(iii) Guarantzes that these resources will be left 
undisturbed. 
For the security of France, Loucheur proposes that the 
Rhine Provinces should be separated from Prussia while 
remaining an integral part of Germany. 
I povsr if this proposal is practicable, but it might not 
be impossible to arrive at some other understanding with 
Germany, guaranteeing both France and Germany from 
the danger of aggression. 
Ir is symptomatic of French mentality that Loucheur talks 
only about the security of France. ‘The Ruhr occupation 
has shown that the real danger of military violence at 
the present moment is infinitely greater from France than 
from Germany. No convention which does not take into 
account the necessity of bilateral protection has the smallest 
chance of acceptance in Berlin, nor would it, in any degree, 
correspond with the necessities of the situation. 


Berun, April 10, 1923.—There are stories here which 
lack serious confirmation that Mussolini and Jaspar, at 
their recent meeting in Milan, came to a closer under- 
standing than is generally believed. 

THE story is to the effect that both parties were alarmed at 
the designs of France, which they considered went far 
beyond reparations and contemplated profound modi- 
fications of the German-French frontier conditions. Both 
in Italy and Belgium it is felt that the interest of European 
Peace and Balance requires a termination of the Ruhr 
occupation at the earliest moment and that the best means 
of achieving this is to bring pressure upon Germany to 
make a reasonable offer regarding reparation. What 
they consider a reasonable offer would be on the following 
lines : 

Tora. Reparations—so milliards of gold marks. 

A Moratorium from two to four years, provided a certain 
lump sum were paid by Germany and that the deliveries 


MARCH—APRIL 1923 195 


in kind should be continued. (For Italy these payments 
in kind, i.e. coal, are of the utmost importance.) 

I am rather sceptical myself as to whether the proposed 
agreement between Italy and Belgium was quite as definite 
as that outlined above, but it is significant that, both in 
Italy and Belgium, alarm is now’ being felt at possible 
developments in the Ruhr occupation. 


Ber.in, April 11, 1923.—A long talk with a leading col- 
league this week. He began by asking, ‘“‘ What news did 
you bring from London? What is said regarding the 
Ruhr ?” 

I repiiep: “I bring no special news; the situation 
is about that depicted in the press. Opinions are divided ; 
probably the majority consider that the Ruhr advance 
has been a failure and that the best course is to wait until 
this has been more fully realised and until some 
proposal for a new policy is put forward.” 

My friend said: ‘‘ Even were it correct, which I dispute, 
that the Ruhr policy is a failure, M. Poincaré will not admit 
it; therefore, we must wait. But what ideas have you 
regarding the basis of a possible settlement ? ” 

I repiiep: “I regard any attempt to fix an aggregate 
figure of reparation as destined to certain failure. No 
figure which Germany will offer could well be accepted 
by M. Poincaré without too complete an abandonment 
of his previous attitude. Therefore, some vaguer 
formula must be adopted—possibly the formula of Hughes 
for a Committee of Business-men to fix the amount of 
reparation ; possibly the formula of the Four Experts 
of November 7. Their Report, as I have always 
said, does not merit the oblivion to which it has been 
consigned. On the contrary, together with the Report 
of the Brussels Experts in December 1920, it is one 
of the two documents in this controversy which might 
have proved a notable contribution to progress. 
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“ Furruer, I believe that discussion regarding security is 
more likely to lead to agreement than hammering away at 
reparation. One must recognise that the Ruhr advance 
has made everything more difficult. Perhaps the French 
had bad luck in the Ruhr. If Berlin had been where 
Essen is, and Essen where Berlin, and if French troops had 
occupied Berlin, Germany would certainly have capitu- 
lated. But the Westphalians are a very tough people, 
and the larger mine-owners and industrials are Christians 
—-so that French policy struck a snag.” 

Tue French here express surprise at any German requiring 
assurances of the peaceful intentions of France. They say: 
“We are so free from any aggressive design, and so 
innocent of militarism, that surely no guarantee of non- 
ageression from our side is required. Look at our popu- 
lation: how small it will be compared with that of Germany.” 
I pornTED out that the Ruhr invasion was sufficient proof 
that a non-aggression guarantee might not be without 
value to the German mind, more particularly as that mind 
was so technically military that it regarded French military 
preparedness—its artillery, its tanks, its aeroplanes— 
as even more menacing than perhaps they are in reality. 


Bern, April 12, 1923.—During the last few days I have 
been thinking over the general situation created by the 
Ruhr occupation and have come to the following con- 
clusions. 
Wuetuer these conclusions are suitable or not for a dispatch 
may be doubtful. I must try and convey their general 
tenor to London in the most convincing form I can devise. 
Ir cannot be said that the results of the occupation have so 
far been of a very encouraging character, judged from the 
standpoint of obtaining reparation payment. 
Two marked changes have occurred : 
(2) Tue force of resistance and the spirit of resist- 
ance to payment have increased and 
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(6) THE power of payment by Germany has dimin- 

ished. 
Poincaré may perhaps contend that, although the cause 
of reparation has not been advanced, other results 
favourable to France have accrued, and that considerable 
progress has been made towards permanent political and 
military control of the Ruhr. Such a result is, however, 
hardly an object of English policy, and the develop- 
ments which might proceed from it are so fundamental 
that they cannot be considered on the present occasion. 
As previously stated, there is no doubt that either the fact 
of the invasion or the method with which it has been 
conducted, has united masters and men to an extent 
previously unknown, and the imprisonment of the leading 
owners and managers of big works has given them a 
temporary popularity with their workmen, such as they have 
never before enjoyed. 
As regards the second point—the diminished power of 
payment—the German Government constantly comment 
on the grave damage done to their industry and the 
permanent reduction of capacity that will ensue. In this 
appreciation there is some exaggeration. While output 
has temporarily ceased, or been curtailed, I have little doubt 
that in many of the mines, and in not a few of the works, 
this compulsory rest has enabled managers to put their 
plant into better order and to get the future development of 
the mines laid out on a more scientific basis. On the other 
hand, the effect of the Ruhr invasion on German finance has 
been disastrous. This result is more or less veiled by the 
fact that measures taken to stabilise the mark have had a 
temporary success, exchange having remained steady round 
about 100,000 to the £ sterling for the last two months. 
Essentially, however, German finance is going downhill 
at an accelerated rate. A glance at the official returns 
published is sufficient to prove this. Between January 11 
and March 31 the floating debt has increased from 
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mks. 1,611,000,000,000 to mks. 6,601,000,000,000. 
The note issue has increased in similar proportion. The 
expenditure of the Government during the last month has 
been met, as to 10 per cent., only from revenue ; as to 
go per cent., from increase of the floating debt. Nobody 
can say that the management of German finance before the 
Ruhr invasion was particularly orthodox or sound ; but 
since January Io it has further deteriorated, and all attempt 
at effecting a serious improvement in the position and 
collecting revenue sufficient to meet expenditure appears to 
have been abandoned. It may be regarded as mathe- 
matically certain that the measures now in force for improv- 
ing exchange, which have had a marked temporary success, 
will soon break down before the flood of new paper issues. 
I nave stated previously that I regard this general financial 
crisis as a far more probable cause of the breakdown of 
German resistance in the Ruhr than a change of spirit 
among the local population or pressure produced by 
privations imposed upon the trade of unoccupied Germany. 
As regards the spirit of the working classes of the Ruhr, 
most reports agree that their hostility to the French 
invasion and their spirit of resistance are constantly on the 
increase. 

RecGarDING other sections of the population it may be said 
that the parties of the Right are still violent opponents of 
any offers of conciliation. In the Democratic and Centre 
Parties, as well as among the Socialists, voices are frequently 
raised in favour of negotiation; but when one comes to 
examine on what terms negotiation is contemplated, these 
are found to be so far removed from anything which the 
French Government is likely to accept that the expression 
of a desire to negotiate remains largely theoretical. 

Tue German Government view has been constantly 
explained—they hold that the maximum offer would be 
that which they prepared for the Paris Conference in 
January. This offer was considerably below the English 
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proposal, both as regards amount and as regards control. 
It is argued that, as the English scheme was turned down 
without discussion, it would be futile to put forward a 
plan sensibly inferior. Moreover, since January—so the 
German argument runs—the industrial capacity of Germany 
has been seriously reduced; therefore, what was possible 
then is no longer possible now. As I have observed above, 
this argument as concerns local conditions may be exag- 
gerated, but there can be little doubt as to the aggravated 
condition of German finance. 

A FURTHER argument is often adduced against the policy 
of a new German proposal : it is this—that M. Poincaré is 
reported to have said on repeated occasions that the French 
troops would not leave the Ruhr until the last reparation 
demands due by Germany had been fully paid. The 
maintenance of any such claim destroys all chance of agree- 
ment and goes far to render discussion useless. 

Tue best method of arriving at an understanding and at 
reaching a reasonable settlement regarding reparation 
remains true to-day, as it has been true for the last two years, 
that no serious advance towards a solution is possible until 
it is recognised that a pre-condition of any durable arrange- 
ment must be stabilisation of the German currency and 
equilibrium in the German budget. Unless these are 
attained, any agreement arrived at must break down after 
a very brief interval. A further condition of any sound 
settlement is an extended moratorium, during which 
German finance may be reorganised. The false methods 
followed during the last two years—the exaction of large 
sums without reference to the effect of their payment upon 
the general financial and currency position—have had their 
natural consequence in increasing the period of the mora- 
torium required. 

Tue essential question is: along what lines is agreement 
on an acceptable basis possible ? 

My own view on this is that the least likely avenue to success 
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CHAE: is a discussion of an aggregate figure for reparation. 
ror Whether the basis adopted is 133 milliards, or 20 milliards, 
1923 OF some intermediate amount, I am sceptical of the pos- 

sibility of bringing France and Germany to agreement. 
Public opinion in both countries would repudiate the naked 
abandonment of previous pretensions which is necessary; 
the requisite concessions by both sides must be veiled. I 
hold, therefore, that it would be wiser to discuss the 
machinery and manner of arriving at a compromise figure 
rather than the figure itself. 

Even if this method is adopted, agreement may be impos- 
sible. Opinion in both camps has been exacerbated by 
three years of wrangling about reparation. 

Is it not, then, possible to shift the centre of discussion and 
transfer it from reparations to security? On this subject 
German opinion, even on the Right, is prepared to furnish 
very adequate guarantees. Provided that security is 
guaranteed to both sides, and that pledges are reciprocal, 
the Reichstag would accept a settlement of a far-reaching 
character. The proposal communicated to M. Poincaré 
by Mr. Hughes, in December last, and rejected by him, 
was so clumsily worded that rejection was almost inevitable. 
The reference to a plebiscite gave the idea that German 
intentions were warlike rather than peaceable, and that 
there was no serious desire for peace in the German mind. 
It would, I think, be a mistake to suppose this. The 
reason is fairly clear. The Germans are inclined to 
exaggerate the importance of military organisation, as 
compared with all other elements of national strength. 
They consequently regard the chance of a successful war 
with France during the next twenty years as extremely 
remote ; they are probably more pessimistic on the subject 
than a full review of respective forces would warrant ; but 
this pessimism renders them the more open to a satisfactory 
negotiation. On the other hand, I have found, in conversa- 
tion with many leading Frenchmen here, that they do not 
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resent the idea of reciprocity in security as categorically 
as might have been expected. Many of them—and not 
the least well-informed—consider a Treaty with reciprocal 
guarantees as a possible solution. If discussion were 
transferred from reparations to security, and if some success 
were attained, the whole reparation problem could then 
be attacked, with a far better prospect of success. Even 
if this intervention in the order of procedure did not suc- 
ceed to the extent desired, not much would be lost by 
attempting it. 

Tue discussion would make clear a good deal which is 
to-day obscure and nebulous; it might disperse some clouds 
of suspicion, and show whether and to what extent dangers, 
now vaguely feared, are substantial or the creation of an 
exaggerated apprehension. 
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Lord Curzon’s speech impresses Germany—Berlin preparing for reparations 
offer—German Government’s exaggerated scrupulosity—Luncheon 
given by Count Kessler—German Note misses the mark—Le Temps 
attacks Lord D’Abernon—Rosenberg seeks to justify German caution— 
Lord Curzon’s new Note—Berlin’s bitter disappointment—A play on 
Bismarck’s dismissal—German diplomacy and its faults. 


ERLIN, April 22, 1923.—Curzon’s speech has im- 
pressed the German Government so favourably that I 
am telegraphing to London on the following lines, but 
it remains to be seen whether any proposal will bear any 
beneficial result. 
‘© Mrnister for Foreign Affairs is anxious to get exact 
information of offer which you consider it advisable for 
Germany to make, as newspaper versions vary. 
“ Dirricutty will be experienced in obtaining agreement 
among parties regarding precise aggregate figure for 
reparation. ; 
“Tr would probably be more possible to obtain an offer 
from Germany— 
“‘(z) To submit question of Germany’s capacity to 
some special authority appointed for the purpose. 
“(>) To engage that Germany would carry out the 
finding of this authority. 
“(c) To furnish guarantees either from industrial 
sources or from special revenues that the payments 
promised will be carried out. 
“‘(d7) To secure that these revenues will be ad- 
ministered in such a way as to create marketable 
security and facilitate issue of requisite loan. 
‘* My own view is still that an offer on such lines is both 
intrinsically better and has also a rather less remote chance 


of acceptance than the enunciation of any precise figure, 
202 
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“I sHoutp be inclined to draw up the engagement of 
Germany to submit to the arbitral award, and provide 
adequate guarantees, in clear and stringent terms.” 


Bern, April 26, 1923.—Cuno and Rosenberg have got a 
phrase into their heads which will gofar to wreck the chances 


of agreement about reparation. It is this: ‘“‘ Germany 
will not make any offer she is not certain to be able to 
carry out.” As no one can possibly tell, in the present 


fluctuating circumstances, what Germany can pay, the 
phrase really means very little. They continually bring 
out this saying as a proof of their superior morality ; I have 
pointed out to them in a polite form that there is nothing 
so offensive in discussion as the assumption of a superior 
morality over the other party, and Germany has no title 
to claim any such position. 

Discussion goes on in the Government regarding the terms 
of the German offer, Rosenberg being reported to oppose 
any excessive figure—Hermes is inclined to go somewhat 
further. 

I nave kept clearof Government circles for the last few days, 
as I do not want to suggest any particular line for the 
German Note, nor to be accused of being responsible 
for it. 

Ir I had advised, it would certainly have been in favour of 
a sincere offer of such a nature as to gain public appre- 
ciation of Germany’s willingness to pay. I should have 
laid stress rather upon the guarantees which Germany is 
ready to offer than upon any fixed figure. I should also 
have accentuated the willingness of Germany to abide by 
the decision of an impartial tribunal. But, above all, I 
should bring out Germany’s pacific intentions and her 
readiness to enter upon any guarantee of non-aggression. 
Germany should offer to cover any stake in this direction 
which France may put down-—the one condition must be 
reciprocity. ‘The former conception that Germany was 
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the danger, and France the probable victim, is quite 
untenable with the present distribution of military force. 
It is proved to be untenable by the Ruhr invasion. 

Tue Germans might very well connect their power of 
paying reparation with the assurancés of security, and argue 
that, the greater the security, the greater the reparation. 
WE shall see in a few days whether the German Government 
have framed their reply on the above lines. Personally I 
rather doubt if they will take advantage of the opportunity. 
They are more likely to make some rather inadequate offer 
with very numerous and superfluous Voraussetzungen. 


Berun, April 28, 1923.—A queer but rather interesting 
luncheon at Hiller’s Restaurant, given by Graf Kessler, 
mainly to meet Herbert Fisher, Minister of Education 
in the Lloyd George Government. Fisher was, or is, one 
of the English Delegates to the League of Nations, Geneva. 
Kessler, rather a professional pacifist—something of an 
enthusiast, aristocratic yet socialistic, well-intentioned, 
literary. The party consisted of Stresemann, Georg 
Bernhard, Maltzan and Breitscheid, with Colonel Clive, 
who is in Berlin with Fisher. 

Tue Germans of the party probably constituted the most 
brilliant intelligence of Berlin. 

Tue talk was certainly first-rate—the best I have heard in 
Berlin, Bernhard rather dominating and holding the floor, 
but both Maltzan and Breitscheid were quick in repartee; 
Stresemann cautious and reserved—as well he might be. 
A creat deal of friendly discussion about Frau von 
Oheimb, a lady member of the Reichstag, who is by way 
of being a follower of Stresemann, but who does not keep 
very close to party discipline. A good speaker and a 
woman of considerable wealth and influence. About 
Stresemann she is reported to have said, ‘‘ This man is 
no political leader for me; even when we are alone he 
continues to talk politics.” 
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As regards the reparation offer by Germany, Stresemann 
was clear that there could be no question of abandoning 
passive resistance until— 
(2) A sETTLEMENT was reached. 
(2) FRENCH troops withdraw from the Ruhr. 

He was stronger on these points than I expected. Even 
Breitscheid and Bernhard did not dissent from this atti- 
tude, although they are held to represent the extreme 
partisans of compromise. 

I was even more discreet than Stresemann. Fisher did 
not talk much, but took up the attitude that the essential 
thing for Germany was to put herself right with the public 
opinion of the world, by showing that she was sincere and 
honest in her desire to pay a reasonable sum. ‘The fact 
that Poincaré would reject any offer, no matter how large, 
was not a reason against making a generous offer—rather 
the contrary. It made it easier for Germany to put herself 
right with the world. Similarly with regard to Security— 
it was essential for Germany to prove her sincerely pacific 
intentions if she wished to obtain sympathy and support. 
Norurne clear was said regarding the probable terms of 
the German proposal, and these indeed are not yet formu- 
lated. 


Berun, May 1, 1923.—The Minister for Foreign Affairs 
informs me that the full text of the German offer will be 
telegraphed to-night to the German Embassy, London, and 
to other capitals. It will be published here to-morrow 
afternoon. 

Tue German Government have not consulted me regarding 
the terms of their offer, nor have I tendered any advice. 


Beriin, May 2, 1923.—A certain heaviness may accom- 
pany, and even become, great power; but deftness is 
essential to the weak. The Germans are in the unfor- 
tunate position, that, having been accustomed to great 
power, they are not deft—and heaviness no longer suits 
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their position. Thus they continually miss opportunities 
out of which it would be child’s-play for a Pole or a 
Czech to make political capital. 

Tue latest instance of this is the German offer of 
May 2 regarding reparations. The German draftsmen 
had undoubtedly a great opportunity, the French having 
declared their determination to refuse any offer from the 
German side. ‘This, therefore, created an opening for a 
German proposal of a wide and comprehensive character— 
a proposal which would put world opinion on their side 
without any grave political risk. So much for the diplo- 
matic opening. 

On the economic side, the opportunity was nearly as good. 
At last it is recognised that a grave error has been com- 
mitted by the creditors of Germany in not putting the 
reform of the German currency and finance before imme- 
diate payments! This the Germans might have demanded. 
Bur they missed both the diplomatic and the financial 
opportunity. On the financial side they continue to make 
inadequate offers, on the old basis of reserves. On the 
diplomatic side the whole tone of their offer is such that 
it will alienate public opinion instead of winning it. 

1 On May 2 the German Government put forward the following proposals : 
Germany’s total obligations under the treaty to be fixed at 30 milliards of 
gold marks, of which 20 milliards to be issued by July 1, 1927, 5 milliards 
by July 1, 1929, and § milliards by July 1, 1931, under the following con- 
ditions : 

(1) Tue first 20 milliards to be offered for immediate subscription, bearing 
as from July 1, 1927, 5 per cent. interest and 1 per cent. sinking fund. 

(z) In the event of the two sums of 5 milliards each not being entirely 
covered by loan, an international commission to decide if and when and how 
the unsubscribed portion should be covered. 

(3) Upon the basis of this debt, Germany to agree to execute deliveries 
in kind. 
Tue German Note added that, if an arrangement upon the above lines could 
not be reached, the Reich would propose to submit the whole question to 


an international commission in accordance with the suggestion of Secretary 
of State Hughes. 
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Sucu is my first impression. I may be unduly critical, 
and the world may take a more favourable view. 

In defence of the German offer, it is said that they 
could not do anything else, on account of the necessities 
of internal politics. As it is, the Right think the Govern- 
ment have gone much too far. The defence does not, 
however, appear to me valid, because I believe that the 
document could have been drawn up in a way not more 
repugnant to the Die-hards, and yet more acceptable to 
the world at large. 

In my conversation with Rosenberg last night I did not 
conceal my impression that the German proposal would be 
considered disappointing in England, and would indispose 
a certain portion of the public. Rosenberg, I think, 
realised this himself, but said that no other course was 
possible for the Cuno-Rosenberg Government (a) because 
they could not make any offer greatly in excess of the 
Bergmann January proposal without stultifying themselves ; 
(4) because they could not carry public opinion on the Right 
with them. He also urged that the German offer was 
not absolutely final, and might be modified by discussion 
round a table. 


Beriin, May 3, 1923.—On April 2 Curzon telegraphed 
me not to be in any way responsible for the German 
proposal. So I have kept entirely clear. 

Tue French papers are so constantly asserting that Cuno 
is directed by me that I can understand Curzon’s appre- 
hension. The Temps had an article recently, headed 
‘““ His Master’s Voice,’’ meaning that England’s voice was 
supreme here—a quite erroneous view. 


Berun, May 6, 1923.—A conversation with the Minister 
for Foreign Affairs this morning regarding the German 
offer and its reception. At the time he had not received 
the French reply. 

Hz said that the anticipated French demand for an aban- 
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donment of passive resistance as a pre-condition to negoti- 
ation was one which showed complete misapprehension 
of what was possible. Even if the Berlin Government 
agreed to it, the local population would refuse to conform, 
but there could be no idea of Berlin agreeing to such a 
condition : it would be identical with complete capitulation 
and humiliation of Germany. 

Tue Minister for Foreign Affairs proceeded to discuss 
criticisms passed upon his Note, both as to its form and as 
to its alleged non-conciliatory tone. He said that there was 
only one important thing in the Note, namely, that Germany 
had made an offer and was prepared to negotiate. ‘This 
was the essential fact ; all details were relatively unimpor- 
tant. The ice had been broken—it was indifferent whether 
the instrument which broke the ice was sharp or blunt. 
As a matter of fact, if the tone had been more humble, 
the parties of the Right would never have agreed. Their 
assent had only been won by certain phrases which had 
been inserted. It had been difficult for the Government 
to obtain general concurrence in their proposal. 

Ir Wirth had signed such an offer he would have been in 
danger of his life ; if a Government containing Breitscheid 
had sent such a Note Bavaria might have broken away. 
He doubted whether any Government which succeeded 
Cuno would be able to obtain general assent for a reparation 
offer as large as that which had been made. They would 
not receive the necessary support from industrial and 
agricultural circles. 

As regards possibility of harmonising French views 
concerning cessation of passive resistance and German 
views regarding the evacuation of the Ruhr, the only 
compromise which occurred to him was that both the 
cessation of passive resistance and evacuation of the Ruhr 
should commence when the Conference began and that 
both should be brought to a conclusion within a fixed 
period—say one month or two months. 


Photo Binder, Berlin 


DR. SCHACHT 
President of the Reichsbank. 
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Tue present intention is that both Cuno and Rosenberg 
will speak in the Reichstag on Friday. 


Bern, May 14, 1923.—The Minister for Foreign Affairs 
asked me to call upon him to-day to discuss the English 
Note of May 13.1 

I rounp him rather disappointed and depressed about it, 
saying that the situation could not be more serious—the 
Note left no door open for a further German offer; he 
did not at all see what course he could pursue. Lord 
Curzon complained that the German Government had not 
made a suitable reply to his speech, but he had given no 
clear indication as to what line he wanted Germany to take. 
The Minister evidently thought that the Curzon Note 
must lead to a change of Government here. There had 
been so much criticism about the clumsiness of their Note 
of May 2. 

In reply I said that he appeared to take rather too tragic a 
view of the position. Curzon’s Note left the door wide open 
for a further German communication, and it would not 
be difficult to frame that communication in a form which 
would be acceptable to public opinion. I had no clear 
idea as to what precise offer Curzon expected, but it was 
evident that in London people’s minds were still running 
on the English proposal of January. 

AFTER a long conversation the Minister came to the 
conclusion that the only thing to do was to wait two or 
three days to see what impression Curzon’s Note made on 
the press of different countries. 

He was surprised that Curzon had not replied either to the 


1 In this Note the British Government declared that it was persuaded that 
Germany, in its own interests, would recognise the advantage of displaying 
a greater readiness to grapple with the realities of the case, and, discarding all 
irrelevant and controversial issues, of proceeding to reconsider and expand 
the proposals in such a way as to convert them into a feasible basis of further 
discussion. 
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proposal regarding the Hughes plan for fixing the debt, 
or to Germany’s offer concerning political security. 

He admitted fully that I had warned him that the German 
Note of May 2 would make a bad impression the moment 
I had seen the text ; also that I had always pointed out the 
danger of mentioning a fixed sum, as France and Germany 
could never agree to the amount, and as soon as a fixed sum 
was mentioned the proposal to leave the decision to a 
Hughes tribunal was more or less lost sight of. 

A pray called Die Entlassung (The Dismissal) is having 
a great run in Berlin at the present moment. It depicts 
various episodes relating to the dismissal of Bismarck 
by the Emperor William. Bismarck’s part is well filled, 
as well as that of Princess Bismarck—the Emperor’s less 
so. ‘The latter is fussy, histrionic, and nervous—all this 
to an exaggerated extent. But these faults do not upset 
those who knew the Emperor nearly so much as the fact 
that the actor keeps his left arm behind him all the time, 
like Napoleon, whereas the Kaiser held it close to his side, 
endeavouring to conceal the fact that it was more or less 
paralysed. 

In the play Bismarck is depictedas retorting tothe Emperor, 
when he was dismissed, that the Bismarcks were a much 
older family in Prussia than the Hohenzollerns. This 
appeared to me to be /ése-majesté even from a man of the 
immense position of Bismarck, given the deep respect for 
royalty and for authority which animates all Prussians. 
But members of the Prussian nobility with whom I have 
discussed the question do not think it inconceivable. Their 
obsequiousness to royalty is tempered by their reverence 
for the A/manach de Gotha. 

Tuere is the well-known story of Prince Dohna saying 
to the Emperor, “* We Dohnas were in Prussia long before 
the Hohenzollerns”; to which the Emperor replied, 
“Yes, but the Hohenzollerns have made a better career.”’ 
Tuer: is also the story of another Dohna at a Kiel Regatta 
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who had omitted to be introduced to Frau Ballin, the wife 
of the President of the Hamburg-America Steamship Co. 
—a Jew, but a great personal friend of the Emperor. 
_ The Emperor took the first opportunity of reproaching him 
with this discourtesy, before a large assemblage. Prince 
Dohna did not reply, but on leaving the Imperial presence 
said in a loud voice which all could hear, ‘‘ Er ist und bleibt 
ein Parvenu” (He is and remains a parvenu). 


Brruin, May 15, 1923.—Since the German Note of May 2 
has had such a bad reception in England and elsewhere, 
the Wilhelmstrasse officials are beginning to ask why it is 
that German diplomatic documents of this kind always seem 
to miss the foreign target. 

THERE are several reasons for this—first of all, they are 
drawn up, not by one individual, but by a series of depart- 
ments and parties. One section of the Foreign Office 
contributes the draft of one paragraph, another department 
makes another contribution, then this mosaic (for it cannot 
be called an amalgam) is pulled about by different leaders. 
The result is a document with neither unity of conception 
nor identity of style. 

THEN, again, the objective is less to create an effect abroad 
than to produce something which will not excite opposition 
in one or other party group at home. 

Outs1DE all this, the German language is in itself unsuited 
to be the basis of a translation into either French or English. 
Expressions which sound acceptable in German become 
pedantic or offensive in a foreign language. The endless 
reserves by which every German direct statement is accom- 
panied convey an impression of bad faith. The German 
ideal, both in writing and speaking, appears to be to bring 
in a maximum number of phrases ending with “ worden 
ist.” This sounds well in German, and even in the 
American form of “‘ gotten” ; but it cannot be translated 
into French with any effect, nor into English as spoken in 
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England. The inversions of direct statement, and the 
disseverance of the elements of the composite verb, which 
have a distinct character and sonority in German, are quite 
untranslatable. 

Tue truth of the matter is that, not only as to language but 
also to general social customs, the Germans are essentially 
different from the people of all neighbouring States. The 
habits of the upper and middle classes are far more 
different from those prevailing in England and France than 
is the case with Austrians, Russians, Rumanians and Poles. 
Even the Czechs are more European, and one has to go to 
Turkey to get a higher dissimilarity. When one compares 
the audience at the Russian theatre in Berlin with that 
at a German theatre, it is noticeable how much more like 
Western Europeans the Russians are than the Germans. 
Graces of behaviour and appearance may and do mean 
very little as to intrinsic worth. Commercial qualities, 
discipline, honesty, perseverance, capacity for self-denial, 
are all distributed on such differentslines from these 
amenities that the two seem mutually exclusive. 


May 15, 1923.—The general impression—which is strongly 
confirmed by the Eckardstein Memoirs—is that Holstein 
was the centre of the opposition to an Anglo-German 
alliance, from 1900 on, particularly in the time of Chancellor 
Bilow. 

YzsTERDAY I heard a somewhat different story from a good 
authority, namely, that Holstein was really in favour of a 
rapprochement with England, but, being a very theoretical 
man who always traced every opinion back to some heredi- 
tary tendency, he had persuaded himself that Biilow, being 
of Danish origin, was anti-English, and it was therefore 
useless to try to overcome this inherent prejudice. The 
objection to this is that Biilow was not a Dane and the Danes 
are not anti-English ; but logical reasoning often rests on 
false initial assumptions. 


CHAPTER XI 
MAY—AUGUST 1923 


The Kaiser’s Memoirs—Vorowsky’s funeral—French occupation of Aniline 
Factory—Maltzan on fears of Russo-Franco-Japanese combination— 
Cuno meets Lord Cavan—London: Mr. Baldwin becomes Prime 
Minister—Lord Curzon’s disappointment—Berlin: Rosenberg on 
danger of the situation—Berlin and passive resistance—Poincaré on 
England’s errors—The parliamentary rise of Stresemann, 


ERLIN, May 16, 1923.—All the Memoirs which have 
Bree published regarding the Imperial Circle give the 

same impression as to what was thought of the Kaiser 
by the principal Ministers and court officials. A low 
estimate of his intelligence and very little respect. He 
was regarded as a headstrong animal which had to be 
humoured, cajoled, and screened from rival influences. 
This comes out clearly in those Waldersee Memoirs, 
which are such a revelation of intrigue. Waldersee 
was, with Eulenburg, one of the chief instigators of the 
intrigue against Bismarck. Waldersee himself aspired to 
become Chancellor. After the dismissal of Bismarck the 
Emperor became somewhat alarmed and was not a little 
surprised at the admiration and affection shown for the 
Prince throughout the Empire; he was not far from 
thinking himself obliged to call Bismarck back. 
His liking for von Tirpitz was more assumed than real. 
At heart he disliked von Tirpitz, but, taught by his ex- 
perience with Bismarck, feared to quarrel with him. 
One of the worst features of the Kaiser’s own Memoirs 
is the fact that he criticises and abuses the dead and flatters 
the living, particularly those who are in a position to write 
for him or against him. This is thought to explain his 
praise of Tirpitz. The latter now tells everybody that 
there is no cause for quarrel between England and Germany. 


Berlin’s best policy is to fall into line with London. 
213 
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Brerun, May 16, 1923.—The funeral procession of the 
Russian Bolshevist, Vorowsky, Soviet Representative in 
Rome, who was assassinated at Lausanne on May 10, 
has just passed the window, coming from the staticn to 
the Russian Embassy. The hearse, draped with red, 
was preceded by a band and by delegates carrying garlands 
from different affiliated societies, mostly with red ribbons. 
The crowd that followed was considerable, but very orderly. 
Its main characteristic was the extreme youth of most of the 
members and also their immaculate respectability—nothing 
of either the rough element or of the long-haired Russian 
type. Most of the men and women following the hearse 
were just ordinary Berliners—with their hair trimmed and 
their clothes tidy and bourgeois. But I seemed to notice a 
disproportionate number of receding foreheads: all were 
bare-headed, so the facial angle was fully exposed. 


Berun, May 16, 1923.—A director of the celebrated 
Baden Aniline and Soda Factory at Ludwigshafen, which 
was suddenly seized by the French a few days ago, called 
this morning. He told me that the members of the Board 
who were resident on the premises only heard at 3 a.m. of 
the French intention to occupy the works at 4 a.m. and 
put them all in prison. They had just time to escape. 
Yesterday the Board of Directors met again at Mannheim 
and the French were again credited with the intention of 
attempting their capture; but the Directors made off ina 
motor-car to Heidelberg and the threatened occupation 
of Mannheim did not take place, since its principal 
object, i.e. the capture of the leading men, could not be 
accomplished. 

My visitor says that up to the present the Badische Anilin 
at Ludwigshafen have been working with about 15,000 
men as compared with the full complement of 22,000. 
Now that the French are in possession, the leading Directors 
away, and the Section Managers not present, production 
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will practically cease. Most of the processes are too 
dangerous to be carried through without superior direction. 
Tue French say that the occupation of the works was only 
decided upon in order to secure delivery of reparation dyes 
and colours, and that once this has been secured French 
troops will be withdrawn. My visitor, however, does not be- 
lieve this, and is convinced French troops have come to stay. 
Ir is interesting to note that this industrial leader, who a 
month ago was strongly in favour of coming to some 
agreement with France, has now receded considerably from 
this position, and considers agreement almost impossible. 
HE is to meet Stinnes to-morrow and try to build some 
joint platform between what is termed the heavy industry 
and the chemical works. 


Berun, May 21, 1923.—Had an opportunity to-day of 
discussing the question of the menace of Communism in 
Germany, with Maltzan, who is probably as well able to 
give valuable information on the subject as anyone in the 
German Government. Maltzan lays himself out to keep 
in close touch with Russian circles and knows their views 
thoroughly. 

Berore recording his opinions regarding Communism, 
it is of interest to note that he has a very low opinion of 
Krestinsky, the head of the Soviet Delegation at Berlin, 
but regards Michalsky, head of the Press Bureau, as 
something of a political genius. He has also considerable 
respect for Radek’s intelligence, saying that Radek acts 
as general adviser to Moscow on foreign politics and 
contrives to get his advice listened to. He depicts Radek 
as a dangerous and unscrupulous fellow, and a man of 
low character. He says, indeed, that Radek’s low character 
is the reason why he cannot get on with the English. He 
has a constitutional dislike to dealing with anybody at all 
straightforward or upright. 

As regards immediate danger from Communism in Ger- 


CHAP. 
XI 


May 
1923 


CHAP. 


xI 


May 
1923 


216 AN AMBASSADOR OF PEACE 


many, Maltzan says that two months ago he thought it 
serious ; to-day he considers the only danger is from 
local sporadic outbursts. ‘The Russians are, of course, 
still spending a certain amount of money on communistic 
propaganda, but they have abstained from it in the Ruhr 
because they do not wish to act there in a manner hostile 
to Germany. ‘The local Communists in the Ruhr pretend 
they are in close touch with the French, but this connection 
is not pushed from Moscow. 

REGARDING relations between England and Russia Maltzan 
says that Brockdorff-Rantzau, who has great influence 
with the Soviet Government, is doing his best to induce 
Tchitcherin to return a favourable answer to English 
representations. It is symptomatic that, directly the 
English Note was sent to Moscow, Russia’s relations both 
with France and Japan improved. Poincaré resumed 
negotiations about the repatriation Committee, while the 
Russian delegates in Japan were met with a sudden return 
to favour. ‘s 

Mattzan continues to draw attention to the danger of a 
Russian-Japanese-French combination. ‘This is an old 
obsession of his, and to me he appears to drive it too hard. 
As regards the German Note on reparation, he anticipates 
that the Cabinet will take all this week to consider the draft 
prepared. They will then have to consult the party 
leaders. ‘They will also endeavour to get some kind of 
indication from London and Rome. He anticipates, 
therefore, that the Note will not be presented before the 
end of next week, i.e. June 2 or 3. 

Matrtzan fully appreciates the desirability of making the 
Note short and comprehensible to a casual reader, but he 
says it is impossible to get these views adopted in Berlin. 
He had already tried this system in drawing up the Note 
of May 2, but found that neither the Cabinet nor German 
parties would accept it. 

He said that the present Note would conform to the lines 
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indicated by Lord Curzon—i.e. greater clearness and better 
guarantees. ‘The Cuno Government could do a great 
deal, but they could not offer a larger sum than 30 milliards. 
They would stultify themselves if they did. On the 
other hand, they could emphasise their readiness to submit 
the determination of the amount to an Arbitral Tribunal. 
Recarpinc Guarantees, they would go far and offer a 
mortgage on industrial property, landed property, and the 
railways for an amount of 30 milliards. 

Tue great difficulty of the position was the question of 
passive resistance in the Ruhr. ‘They had not made up 
their minds how to get over it. Maltzan was in favour 
of submitting the question to the Hague Tribunal, but 
neither Rosenberg nor Cuno would agree to take this risk. 
Perhaps they will come round to it. 

I rounp Maltzan quite sceptical about the desirability of 
Germany joining the League of Nations. He said: 
“If we joined it after the decision about Upper Silesia, 
we should be hounded from office.” However, he seemed 
somewhat shaken by the view that things had possibly gone 
wrong for Germany at Geneva because she had not been 
represented there. He said he had appointed a special 
official of the Foreign Office (young Biilow) as Referendar 
for League of Nations questions. 

Wuite I was with Maltzan news came of Bonar Law’s 
resignation, which he regarded as a great blow to German 
prospects. But this was merely indulgence in the German 
tendency to weep and bemoan their fate when anything 
unforeseen occurs. 


Bertin, May 23, 1923.—Cuno dined here last night to 
meet Lord Cavan. He seemed worried and ill at ease. 
Personally he is in favour of sending a new German offer 
at an early date. Rosenberg is much less convinced of 
the expediency of a new offer being madesosoon. It would 
seem he has received advices from Paris rather pointing to 
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the advantage of delay and to the chances of the French 
atmosphere becoming more reasonable if the present 
strain is prolonged. It is difficult to ascertain from what 
quarter this advice comes. 

Boru Cuno and Rosenberg say that individually they are 
anxious to escape from office, but they regard the future 
of Germany, if they resign, as extremely gloomy. 
Maxine all allowances for the individual bias which in- 
clines every steersman to imagine that a disaster will occur if 
he leaves the helm, I believe there is a certain foundation 
of truth in their apprehensions. At any rate, this much is 
true, that a Cuno Government could induce the Right 
to swallow a much more bitter pill than the Socialists 
could. In Volkspartei circles the view is held that the 
fate of Cuno depends upon his courage in forcing the 
industrial leaders to agree to heavy taxation. Will he 
have the courage to stand up to Stinnes? If he does 
stand up to Stinnes, will he be supported by Strese- 
mann? Both points are doubtful. “Ihe number of 
those who believe Stinnes to be a maleficent influence 
is growing. Hitherto he has had the prestige of a 
Monte Cristo. 


Berun, May 24, 1923.—Rosenberg is a sincere man, 
and there is no doubt that he genuinely believes that he 
and Cuno stand between Germany and disaster. They 
are convinced that if they fell a Socialist Government 
would follow; the Socialist Government would be attacked 
by the Right; parliamentary invective would not be the 
limit of their activities; assassinations would take place— 
a putsch quite probably. 

Rosrnserc considers the honest but possibly clumsy 
policy of the Note of May 2 has failed. Curzon’s Note 
of May 13 destroyed the popularity and authority of the 
German Ministry ; they cannot go forward on the old lines. 
Rosenberg informed me confidentially that he personally 
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had been in favour of the Government resigning directly 
after the Curzon Note. 

He had urged this on Cuno, who refused, saying it was 
their duty to hold on and do their best. Rosenberg still 
thinks it would probably have been better for them to 
have resigned. , 

Tue danger with Rosenberg is that he is too much influ- 
enced by Helfferich—a clever but narrow, embittered 
man. Rosenberg was a small official when Helfferich 
was Vice-Chancellor—and the latter retains his authority. 


On May 28, 1923, Mr. Baldwin had completed the formation 
of his Cabinet, retaining Lord Curzon as Foreign Secretary. 
On the same day Lord D’Abernon left Berlin en route for 
London. 

A MEMORANDUM was sent by Chancellor Cuno to the Allied 
Governments on June 7 intimating that the German Govern- 
ment were prepared to accept the decision of an international 
and impartial body with regard to the amount of Germany’s 
obligations and the modalities of payment. 

On the following day M. Poincaré prepared his reply stating 
that the German proposals were unacceptable to France mainly 
because (1) Germany did not undertake to surrender her policy 
of passive resistance ; (2) no definite sum was mentioned ; (3) 
Germany proposed to substitute the Reparation Commission by 
an international commission ; (4) the guarantees proposed were 
theoretical and illusory. ‘These views were developed on June 
10 in a Note to the British Government. 

On June 13 Lord Curzon, in reply to the above Note, stated 
that, before the British Government could contemplate ap- 
proaching the German Government in some way on the subject 
of passive resistance, a clear enunciation on the part of the French 
Government was desirable as to what was actually meant by 
the term “ cessation of passive resistance.” At the same time 
the British Government made all reserves as regards the legal- 
ity of the French action in the Ruhr. A similar question- 
naire was sent to the Belgian Government. 

On June 29 M. Poincaré replied to the effect that, inasmuch 
as the German Reich had actually given orders to its officials 
to refuse all services to the Allied Powers and that it was 
spending vast sums of money in aid of the resistance, this 
amounted to direct proof that the Government of the Reich 
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oa was responsible. The French Government agreed with the » 
Belgian Government that passive resistance would be regarded 
eo at an end if the status quo existing on January 11, 1923, was 
restored. 
Turovucuovur this controversy Lord D’Abernon had been 
consulted. 


On July 20 the British Government submitted to Paris, Rome, 
Brussels, and Tokio a Note in which it was indicated that 
(1) Germany should abandon passive resistance ; (2) steps should 
be taken for the resumption of the civil administraton of the 
Ruhr; (3) a body of impartial experts should determine 
Germany’s capacity to pay and the modalities of payment ; 
(4) the same body to advise the Reparation Commission as to 
guarantees; (5) inter-Allied discussions to be opened as to 
elaborating a final settlement. Appended to this Note was a 
draft identic reply to the German Government’s Note of June 7. 
M. Porncaré replied to this Note, insisted that the German 
proposals of June 7 did not mention any engagement to put an 
end to the policy of passive resistance, that the Ruhr occupation 
was merely intended to awaken in Germany the “ willingness 
to pay,” and that unless and until passive resistance did cease 
the French Government would refuse to enter into negotiations. 
Further, M. Poincaré added that the French Government would 
not be disposed to take the task of deciding Germany’s capacity 
to pay out of the hands of the Reparation Commission. 

‘THE attitude of M. Poincaré, which in a lesser measure charac- 
terised the reply of the Belgian Government, created a diffi- 
cult position for the British Government. Some elements, both 
in the Cabinet and in the Foreign Office, inclined to the view 
that, in the presence of such an attitude, no further commu- 
nication should be sent to Paris, and that events should be 
permitted to take their course, lest controversy should merely 
exacerbate the Quai d’Orsay. 

Lorp Curzon did not adopt this view. After long discussions, 
he obtained authority from the Cabinet to address to Paris and 
Brussels a Note which escaped the process of emasculation to 
which some previous drafts of his had been submitted, and which 
stated the English position with dignity and vigour. This 
Note of August 11 is perhaps the most able statement of the 
English position, though it extends to no less than fifty-five 
points. 


Lonpon, Fune 2, 1923.—There was both drama and 
tragedy in the recent Ministerial crisis here. On May 23 
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George Curzon came up from Montacute convinced that 
he would be Prime Minister, almost believing that he was 
already Prime Minister. He was met at Paddington and 
on his door-step by numberless photographers and was 
photographed beaming. Half an hour after his arrival 
Lord Stamfordham called and was received by him as by 
a Prime Minister. The shock was terrible when he was 
told that the King had decided to send for Baldwin. On 
no man could disappointment have fallen more heavily. 
His pride was mortally wounded, and it is said that at the 
first moment he broke down completely. His invincible 
humour, however, soon regained sway, and throughout 
the rest of the crisis he bore himself admirably. 

Tue reason for the King’s action is stated variously. 
G. C.’s friends attributed it to pressure from the Labour 
Party, whose leaders are alleged to have declared they 
would strongly object to a Prime Minister being in the 
House of Lords. Others who are, I think, better informed, 
attribute it to the influence of a group of Die-hards led 
by Salisbury and Banbury; these declared themselves 
violently in favour of Baldwin and unable to serve under 
anybody else. It is also stated that Balfour, when con- 
sulted by the King, had spoken strongly against the 
Prime Minister being a Peer. In Lord Salisbury’s time 
this had given rise to constant difficulty and friction. 

I UNDERSTAND that G. C., if he had been Prime Minister, 
would have wished to retain the Foreign Office. This 
would have constituted another difficulty, as the general 
view is that the Foreign Office work requires the full 
twenty-four hours of the day. G. C. himself told me that 
he had no time for recreation. As a matter of fact, there 
was no recreation which tempted him. He also said that 
he had only been able to dine out once this year, as the 
Foreign Office reports demanded his attention throughout 
the evening. He usually sits up till two or three in the 
morning reading papers instead of going to bed, a course 
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which is far from ideal either for purposes of work or for 
the maintenance of health. This régime almost compels 
him to relegate to the morning hour the lighter amenities 
of conjugal life. 


Lonpon, June 6, 1923.—There is no doubt that, while 
Bonar Law gave no definite advice to the King regarding 
his successor, he was most strongly in favour of Baldwin. 
Indeed, more than a month ago, when he went abroad and 
there was a question of appointing anacting Prime Minister, 
he originally intended to appoint Cave, and not Curzon. It 
was only because of G. C.’s energetic remonstrance and his 
pointing out that he had already acted as Prime Minister 
during Lloyd George’s absence, that he was not passed 
over. 


Lonpon, June 11, 1923.—I have had several interviews 
with members of the new Government, and have pressed 
the view that there was not the slightest chance of Germany 
abandoning passive resistance without a guid pro quo, such 
as the restoration to their homes of the expelled inhabitants 
or the freeing of the Ruhr industries. Passive resistance 
is the only German defensive weapon. Any German 
Government which abandoned it without some definite 
advantage or countervalue would fall at once. 

I nave also urged that if the Allies want Germany to behave 
well, they must encourage her in the policy of fulfilment. 
Hitherto there has been plenty of reproach and criticism. 
There has been no word of recognition. This is unjust 
and unwise. The situation in Germany is very delicate. 
Financial crisis is on us, and political chaos is not far off. 
Germany is nearer to a break-up than to capitulation. 


Lonpon, June 12, 1923.—The German Note of June 7 
constitutes an adequately acceptable basis of negotiation. 
If Paris refuses out of hand it will be clear that they do 
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not seek an arrangement, but desire a continuation of the 
quarrel. In my opinion England should dissociate herself 
from any such attitude. A flabby, grudging acquiescence 
in a policy we believe to be fatal to Europe, and which we 
know to be detrimental to English interests, gains us no 
friendship from anybody, either from those we unwillingly 
support or from those we consent to see unjustly treated. 
Last December French Ministers returning from a visit to 
London had the impression that England would submit to 
anything rather than risk a break in the Entente. They 
have the same idea now, and they will probably exploit 
it, relying partly on our loyalty and partly on our weakness. 


-Lonpon, Fune 22, 1923.—The diplomatic position in 
Europe to-day closely resembles that in 1809-1812. 
France, victorious, dominating; Germany, disarmed, di- 
minished. Austria weaker far to-day than a century ago. 
Russia confused, distracted, diplomatically obliterated, 
militarily incapable of any powerful action outside her 
own frontiers. 

Tuus, two main supports of the old coalition—Russia 
and Austria—are almost out of the game. ‘They are 
replaced by the Little Entente and Poland, who form 
part—not of the Powers to control France—but of those 
who are subordinate to her. 

THE new element of force is the U.S.A. 

Wit they act ? 

WI11 they even exercise their moral influence or intervene 
to apply financial pressure ? 


Bern, Fuly 23, 1923.—I have told London without 
ambiguity that no German Government could survive 
which abandoned passive resistance without a definite 
and simultaneous guid pro quo. ‘They must have something 
clear and positive to put before the Reichstag and the 
country. 
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Bern, Fuly 27, 1923.—I have been away from Berlin for 
nearly two months ; my first impression on return is that 
everything is worse than when I left. Further, I am con- 
vinced that if I had been here, I could have done nothing. 
Indeed, such influence as I possess was better applied in 
London than here. ‘There would have been no advantage 
in urging the German Government to make a new offer. 
In the first place, they wouldn’t.. In the second place, 
if they had, Poincaré would not have accepted, would not 
even have considered it. Whereas in London I may have 
succeeded in getting a clearer view of the position into the 
minds of some, and those not the least important. 
Looxinc back on the events of January after the lapse of 
some months, it is impossible not to be impressed by the 
determination of the dominant circle in France to obtain 
territorial, military, and economic advantages, rather than 
to be paid reparation. ‘That has been the real objective. 
The reparation claims put forward were so excessive, so 
obviously beyond possibility of fulfilment, that politicians 
as clear-sighted as the French can only have presented them 
in the hope of obtaining, through their refusal, a right to 
exact penalties. At the time, some months ago, this may 
not have been clear. I did not fully realise it myself. 
To-day it hardly admits of doubt. 

Tus view of the real objective of the Ruhr Occupation 
policy is strengthened by what has occurred in the Rhine- 
land. Some weeks after the Ruhr had been occupied 
an agitation was initiated to detach both the Rhineland 
and the Ruhr from Germany. 

Ir is difficult to say how far the movement was spontaneous, 
how far it was due to French instigation. What is certain 
is that it received energetic French support, overt and 
covert. French authorities forbade Germans in the Rhine- 
land to possess arms, while allowing Separatists to form 
military organisations. Suspicious-looking individuals 
from outside supported the movement. Railway trains 
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were placed at the service of agitators. In the Ruhr a 
large number of German railway officials were expelled 
with their families for refusal to facilitate the French 
scheme. Decrees prohibited the export of any produce 
of the Ruhr to Germany proper and a Customs Tariff 
was established virtually cutting off the occupied territory 
from the rest of the Reich. These measures could hardly 
be ascribed to a mere desire to obtain reparation. 

Curzon has made it abundantly clear that England con- 
tinues to disapprove both of the Ruhr occupation and of 
the Rhineland separation scheme, and that we are resolutely 
against any modification of the German-French frontier. 
Is that enough ? 

In view of this complicated position what is our best line ? 
What can England do? Clearly not waste influence by 
urging on either France or Germany policies which it is 
certain neither will accept. Such action would com- 
promise the future, without benefit to the present. Some 
better course must be found. 

WE are up against the prospect of a bankrupt Germany, 
and that does not spell Reparation. 


Berun, July 28, 1923.—As an indication of the views 
held here or of the views German politicians want us to 
hold, I record a conversation to-day with a leading German 
statesman. He said the position of 1914 is to-day reversed. 
It is quite clear that, as in 1914 England had fought 
Germany to withstand a military domination of Europe, 
so in the course of a few years she might fight France on 
the same grounds. The question is whether England 
would carry on that fight alone or whether she would 
have Allies. The present moment was an important one 
for the future of Europe, because, if France succeeded in 
obtaining German capitulation, the unquestionable result 
would be that the Ruhr industry would remain under 
French control and would be available to supply France 
1I—I5 
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with coke during a future war. ‘That rendered France 
independent of English and American supplies of steel 
and coke. As for the rest of Germany east of the Ruhr, 
France would not trouble about that—it was in large part 
potato-fields. ‘The result would be that Eastern Germany 
would become Bolshevist and would form some kind of 
association with Russia. If a large portion of Germany 
became communistic the danger to Western Europe would 
be incomparably greater than from a communistic Russia, 
as German Communists were more scientific and less 
brutal than their Russian comrades. ‘Their example would 
possess greater attraction for the English and French 
labouring classes. 


Beruin, Fuly 30, 1923.—While the financial crisis here is 
extremely acute, the position is not intrinsically irretrievable. 
Tue German Government could stabilise the mark and 
balance its budget six months after stabilisation, provided 
industrial activity in the Ruhr was re-established. 

Tue gold in hand more than covers the fiduciary currency 
at present exchange. Compared with stabilisation, no 
problem but the Ruhr is urgent. 


Beriin, August 6, 1923.—One of the most interesting 
features of the present financial crisis in Germany is the 
smallness of the amounts required to put things straight. 
While in the matter of reparation, statesmen talk glibly 
of payments of £100 millions a year, it is forgotten that 
the basic reform of currency—without which nothing 
else is possible—can be effected with a relatively small 
effort. 


BERLIN, August 7, 1923.—Rosenberg said to-day: ‘“‘ Our 
position is quite clear, It is not a question between 
capitulation and chaos. There is no alternative, for 
capitulation would mean chaos. If things go on much 
longer without relief we shall have chaos without capitula- 
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tion. It comes to this—the alternative is chaos with 
honour or chaos with dishonour. As regards the Chan- 
cellor and myself, we shall neither run away nor give 
in. We shall stay here and carry out our policy until 
we are cut to pieces. You may say that we are weak, or 
stupid, or clumsy, but neither our weakness, our stupidity, 
nor our clumsiness are responsible for Germany’s present 
difficulties. The situation in which Germany is placed 
by the Ruhr invasion is an absolutely impossible one. 

““Lonpon is the great point of interrogation for us. I 
can understand delay, and I admire the deliberation of 
English policy ; but I cannot understand how it can suit 
England to see a catastrophe overwhelm Central Europe.” 


BERLIN, August 8, 1923.—The important thing is not to 
apportion praise or blame, but to endeavour to ascertain 
the facts as they really are, and to make some reasonable 
forecast as to the immediate future. 

In my view, we shall soon arrive at a condition when the 
mark will no longer be accepted as a means of payment, 
and when production in the Ruhr will entirely cease. 
This will mean grave social disorder in Germany, and it 
will also mean that France will be entirely deprived of 
her German supplies of coal and coke. 

Ir a catastrophe is to be prevented, vigorous action on 
moderate and sensible lines is required, and that imme- 


diately. 


BERLIN, August 10, 1923.—Poincaré—so I hear from a 
friend of his—holds that the British Government altogether 
misunderstands the German question. ‘The British views 
about German industry, etc., are wholly wrong. Indeed, 
according to Poincaré, German industry is better off now 
than the industries of any other country in the world. 
They are fully occupied and are a source of competitive 
danger to Europe, particularly to England. The Germans 
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are ‘‘dumpers”’ by nature—they cannot help themselves, 
the spirit is born in them. 

He believes that the German industrialists have brought 
about the present financial chaos. Just as it was the 
German industrialists, especially the steel interests, who 
were responsible for the war, war being indeed their 
‘*‘ bread and butter,” so it was the same industrialists who 
had purposely wrecked the Reich’s finances with a view 
of escaping from their reparation obligations. It was 
well known, not only to Poincaré himself but to the whole 
world, that these industrialists had piled up enormous gold 
credits abroad. 

Poincaré informed my friend that the British plan of 
settling the Reparation Question was a wrong one, and 
that he had no intention of giving way. His position was 
based on the very logic of things—the Reparation Commis- 
sion had fixed the total of Germany’s obligations ; the 
modalities of payment had been determined in the London 
Ultimatum. Poincaré was quite content to stand upon 
this ground. The Ruhr adventure had been undertaken 
because Germany was in default—it was the only course 
open, viz. to go and secure the guarantees for payment. 
Poincart admitted that the unfortunate part of the Ruhr 
adventure was that the Franco-German Question had raised 
a Franco-British Question. 

My caller added that Poincaré was in truth very badly 
advised. He was indeed amazed at the ignorance he 
displayed concerning the conditions in Berlin. 

However, Poincaré’s position in France was absolutely 
secure. The root of the French policy was genuine fear 
of German aggression. 


BeRuin, August 11, 1923.—The net result of the week’s 
debates in the Reichstag has been that the Cuno Govern- 
ment has passed all its emergency taxation proposals with 
unexpected facility. This does not mean that it has gained 
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much confidence or stability. Public opinion generally 
considers that no real excuse was made for the blindness 
and negligence of the Government regarding the financial 
crisis. “Timely measures must have been possible which 
would have prevented the mark catastrophe. Not only 
was no defence made on this point, but no serious scheme 
was put forward for the future management of state finance. 
Tue only political leader who has gained ground during 
the week is Stresemann, whose speeches represent a con- 
siderable advance on his previous performances. The 
Majority Socialists have also gained public confidence 
through their moderation and through their vigorous 
resistance to communistic propaganda. 

A sECONDARY cause of irritation against the Cuno Govern- 
ment has been that they have relied too much on English 
support. ‘This criticism was based on incomplete versions 
of the draft English Note to Germany, without publication 
of the covering letter. The misconceptions to which this 
has given rise caused attacks on the foreign policy of the 
German Government, which a fuller statement might have 
averted. ‘There will probably be a reaction when complete 
documents are available to the public. 

A MARKED feature of the debates has been the unanimity 
in favour of resistance at all costs. Even the Communists 
—who are not particularly whole-hearted in the matter— 
make it a ground for public attack on the Government 
that by their action they have facilitated treacherous com- 
promises between German and French industrialists to the 
detriment of the Fatherland. 
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Stresemann as Chancellor—Effect of British Note of August 11—French 


alter tactics in Berlin—Stresemann receives Ambassadors—Lord 
D’Abernon on the Entente—Financial chaos—Hilferding’s speech on 
the financial position—An intimate portrait of Bismarck—The French 
Yellow Book. 


i \HE autumn of 1923 was characterised by violent com- 


munist outbreaks in both Saxony and Thuringia, which 

had long been the strongholds of the revolutionary move- 
ment in Germany. 
Earier in the year, the Socialist Saxon Premier, Dr. Zeigner, 
had most unwisely purchased the support of the nine Communists 
in the local parliament or Landtag by quasi-Bolshevik legislation 
which provided for ‘“‘ Chambers of Labour” (the form of 
Bolshevik institution designed to dominate the Landtag) and 
for the formation of a proletarian army or Red Guard. Orig- 
inally, the Social Democrats and the Communists controlled 
separate organisations of this proletarian guard; but with the 
growth in the neighbouring and reactionary Bavaria of the 
Hitler movement, the two military organisations in Saxony 
united under communist leadership, and, on orders from the 
central military organisation in Berlin, claimed and secured two 
posts in Dr. Zeigner’s Government. ‘This was at the begin- 
ning of October, 1923. The immediate outcome of these 
happenings was an increase in acts of sabotage and violence 
already frequent throughout Saxony. Dr. Zeigner, who had 
by now become the prisoner of the extremists, protested against 
the state of siege by the Government of the Reich, and essayed 
to thwart the endeavours of General Miller, the local com- 
mander of the Reichswehr, to suppress disorder and disband the 
proletarian guard. In fiery speeches Dr. Zeigner denounced 
the Government of the Reich and the Reichswehr Minister, 
Dr. Gessler, as reactionaries, while his communist colleagues 
issued a manifesto announcing the setting-up of a Red dictator- 
ship. The Government of the Reich thereupon sent Dr. 
Zeigner on October 27 a vigorously worded ultimatum calling 
upon him either to eject the communist members of his Cabinet, 
and restore law and order, or to resign. ‘This Dr. Zeigner 
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declined to do. On learning of his refusal, the Chancellor and 
the Reichswehr Minister sent immediate reinforcements to 
General Miiller and appointed, in the person of Dr. Heinze, a 
Commissioner of the Central Government with full powers. 
Dr. Zeigner and his Ministers were arrested, and by October 13, 
thanks to the promptitude and courage with which Dr. Strese- 
mann had acted, the communist ,danger in Saxony had been 
rooted out. General Miiller subsequently proceeded to purge 
Thuringia of its Red agitators, under similar conditions. 
Socialist resentment in the Reichstag, however, at the 
Chancellor’s display of force, resulted in the overthrow of 
Dr. Stresemann’s Government on November 23. 


Bern, August 13, 1923.—As Stresemann has now been 
appointed Chancellor and is in a position of unusual 
authority, even for a Chancellor, it may be of interest to 
record the gist of an informal conversation which I had 
with him last Saturday. 

His fundamental view is that the Communists cannot let 
the present opportunity pass without making a desperate 
effort to upset existing order. Everything is in their favour; 
they will never get another such chance. Stresemann said: 
“Therefore, I fear two things, an immediate communist 
success, followed by violent nationalistic reaction. 

“ ALTHOUGH I expect communist trouble in the immediate 
future, I believe that the mass of German workmen are 
not at heart communistically inclined. It is only the 
terrible stress of circumstances which has caused temporary 
aberration.” 

THE view that Stresemann will be too mild to maintain 
order is not borne out by his conversation. His tone is 
vigorous and decisive, and he appears not to recoil from 
measures of severity. I remember, a year ago, talking to 
him about unrest, his only reply being, “‘In dringenden 
Notfalle muss geschossen werden ” (In dire necessity there 
must be shooting), the plain inference being that the 
Government must shoot, if nothing short of shooting would 


keep things quiet, 
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On Saturday Stresemann expressed strongly anti-infla- 
tionist views and blamed Cuno for not exercising enough 
authority over the Reichsbank. On the other hand, he 
is under a certain Stinnes influence, and Stinnes is—or 
has been—a blatant inflationist. 

STRESEMANN expressed himself as deeply impressed with 
the determination of the country to fight on against the 
Ruhr invasion and to preserve its independence. He 
saw proof of this in the fact that the Reichstag agreed, 
without hesitation, to double existing taxation, besides 
raising an internal gold loan of indefinite amount. 
SPEAKING generally, he is more confident about the future 
than most of his countrymen. 


BERLIN, August 13, 1923.—There is still grave appre- 
hension here that the Ruhr occupation may end in the 
French marching to Berlin. Ifthe cry of passive resistance 
changes and overt acts are committed, France might well 
have no alternative except to break off relations. Poincaré 
is said to be anxious to avoid the necessity, and he may 
well be, for it would open up a vista of dangerous possi- 
bilities. One view is that the French will certainly not 
advance until the harvest is in. After the harvest, the 
necessary forces could be obtained by voluntary enlistment 
and mobilisation could be avoided. However, the French 
General Staff are against this course. It is stated that 
plans have been made, and that 385,000 men will be 
required to guard the lines of communication, while 25,000 
would be adequate to occupy Berlin. The percentage of 
tanks and armoured cars in the advancing force would 
be three times the normal strength. My informant 
says that three months ago he thought the chances of the 
French coming to Berlin were about even. Now he holds 
the view that the chances are 3 or 4 to 1 that they will 
be in Berlin within six months. 


BERLIN, August 16, 1923.—On the Continent the effect 
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of the English Note of August 11 has been magical. 
In Germany it has contributed most powerfully to restore 
order and to inspire the ruling classes with some courage 
and determination to save themselves. It has had a 
not less powerful effect on the French attitude 
towards Germany. As a German paper puts it, “‘ The 
French drums have now been exchanged for lutes.” 
They endeavour to win Stresemann with Lydian airs. 
They are making advances direct, indirect, oblique, and 
circular. 

Tue French idea that Stresemann would have danced 
to the French tune had not the English Note intervened 
is, in my opinion, erroneous; but it is none the less true that 
the attitude of England has not only strengthened him in 
his determination to endeavour to get German finance 
right, but has trebled his capacity to do so. 

A sap feature of the situation is that the extreme Right 
have already begun to attack Stresemann violently, saying 
that he is a mere catspaw of the Socialists, that he was 
brought into office by the street, and that if he wishes to 
remain in power he will have to obey the street—by which 
they mean the Communists. This more or less bears out 
Rosenberg’s apprehensions, which I thought at the time 
exaggerated. What the precise motive of the Right is 
is difficult to understand, for although Stresemann may 
not be the man of their choice, he suits them incom- 
parably better than a Socialist Government, which is the 
alternative. I fear that it must be admitted that the Right 
have a marked aversion to taxation, and that they will 
attack any Government which effectively taxes them. 
In this line they will be supported by some big in- 
dustrialists, whose patriotism does not extend to voting 
their own taxation. 

I nave not heard what precise line Stinnes will take regard- 
ing Stresemann, nor, for the matter of that, whether 
Stresemann will achieve independence of Stinnes. 
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Bern, August 17, 1923.—A long talk with Maltzan 
last night. 

Hz told me that the Foreign Office were printing a large 
number of copies of the English Note of August 11, 
parallel columns—English and .German. These they 
intend to circulate widely to the press throughout Germany 
and to all members of the Reichstag, etc. The moral 
effect of the Note in Germany had been immense. What 
surprised him more was its apparent effect in Paris. Up 
to August 12 the French had been entirely concentrated 
on bullying—no discussion without the abandonment of 
passive resistance; no evacuation until complete payment. 
Since August 12 their attitude towards Germany had 
altered; they were anxious to come toa reasonable arrange- 
ment with Germany; German and French industry must 
co-operate ; if they did not co-operate they would be 
overpowered by England, who had resumed her historical 
réle of endeavouring to dominate the Continent by dividing 
it. There had been many telegrams from Paris in this 
sense, and all the French agents here were hard at work 
upon the theme. 

STRESEMANN was pretty well alive to their manceuvres, 
but neither he nor Hilferding? are indifferent to flattery. 
As far as he (Maltzan) was concerned, so long as he was 
at the Foreign Office he would have no arrangement or 
agreement with France except after an understanding with 
England. His policy remained essentially Russian, but 
for him the road to Russia lay through London ; he could 
conceive no other policy. He knew that many people 
in England thought that he had made the Rapallo Treaty 


1 Hitrerpinc, Dr. Rudolf. Received medical education in Vienna 
University. Entered the Reichstag as a member of the Social Democratic 
party. Political editor of the Vorwarts from 1907 to 1915. Distinguished 
economic writer, publishing studies on Marxism. Joined the Stresemann 
Cabinet in 1923 as Finance Minister. One of the most prominent figures 
in present-day German Socialism, 


AUGUST 1923 235 


behind the back of England, but that was absolutely 
untrue. 

He had told me everything that had gone on in Berlin 
before Genoa, and at Genoa he had given Wise the fullest 
information, presuming that Wise would communicate 
it toL.G. It was the height of audacity for L. G. to say, 
“Who is Wise ?” 

Ma ttzan was quite convinced that Germany would pull 
through eventually, although he was not optimistic regard- 
ing the possibility of continuing the resistance in the 
Ruhr for long. He contemplated that Germany might 
be Bolshevistic for ten years—a view which somewhat 
attenuates the roseate hue of his optimism. But after 
ten years’ Bolshevism the old German strength would 
return. Besides which, German Bolshevism would not 
be a bad Bolshevism. 

WE talked about Rosenberg, of whom he has a high opinion. 
I rather gathered that there might be an idea of sending 
him to Constantinople. This would only be after the 
Treaty had been ratified, and an English Ambassador 
appointed. He (Maltzan) thought it essential that 
Germany should support English policy in the East, and 
nobody was more certain to do this than Rosenberg. 
Mattzan told me that all his information from Rome 
was that Mussolini was entirely in favour of the English 
policy. He had talked to Neurath, the German Am- 
bassador, quite freely. 


BERLIN, August 17, 1923.—The English Note of August 
II is reproduced fully in all papers, but there has not 
hitherto been much editorial comment. 

Wuize there have been labour riots all over Germany and 
in Berlin, the general strike called by the Communists has 
failed, and was to-day formally cancelled by them. 

Tuis failure is to be attributed in large part to the publica- 
tion of the English Note, which has had immense effect 
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in diminishing the despondency of the orderly sections 
of the community, and in stirring them to make further 
efforts to save the situation. 

Tue sudden changes of French front are curious, particu- 
larly when considered together with the absence of any 
change in Paris. There can be no doubt that here, for 
two or three days, both official and unofficial French repre- 
sentatives were doing everything to persuade the Germans 
that Poincaré had given up the demand for an uncondi- 
tional abandonment of passive resistance. Now, a new 
change to severity. Possibly the hardening tone developed 
in Paris is due to the fact that Stresemann would not 
enter into private negotiations. Perhaps Poincaré found 
French opinion too hostile. But there can be no doubt 
about pretty strong feelers at one moment. 


BERLIN, August 17, 1923.—The Chancellor, Stresemann, 
received the Ambassadors to-day successively. My con- 
versation with him consisted mainly of an allocution by 
him, of which the following is a summary. 

““T FORMED my Cabinet in twenty-four hours—that is the 
most rapid formation since the Republic—and I believe 
that the Cabinet so rapidly formed will be one of the most 
homogeneous and workmanlike. ‘The coalition between 
Volkspartei and Socialists appears likely to work admirably; 
when they enter their offices my colleagues leave behind 
some of their theories. 

“You had so often told me privately that the first thing 
for Germany to do was to set her internal affairs—and 
particularly her finance—in order; I adopted that view 
in my Government declaration. I had only two hours 
to prepare it, and there are many things that I might 
have inserted. I should have liked to say more about the 
English Note, but I had not the full text when I spoke. 
I was also anxious not to go too far in expressing publicly 
my admiration, although, after reading the whole text, 
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I have formed the opinion that it is one of the clearest and 
strongest State Papers ever put out. Not only in one or 
two passages, but throughout. 

“PEOPLE have said that my Government means a change 
of German policy. ‘That is totally false. There will be 
no change. Perhaps the tone will be milder—perhaps 
communication between here and Paris will be less inter- 
rupted than under Herr von Rosenberg. But of any 
negotiation with France alone—of any negotiation except 
with the Entente Powers as a whole—there can never 
be any question. | 
“THERE is another illusion I should like to destroy— 
that I am aiming at breaking up the Entente. That is 
totally against my views. We must arrive at a settlement 
together. 

“Tue first problem is inflation. Be sure that we will 
employ our utmost endeavour to do away with it. My 
colleagues, Hilferding and Raumer, are men of ideas, and 
we shall find a means. 

“I Quire recognise my difficulties. I do not guarantee 
that I shall succeed, but I shall do my best and not be 
deterred by anyone. Bismarck said: ‘If you have to 
jump a ditch you must fling your heart over first.’ Well, 
I have flung my heart over, and I trust that both the horse 
and rider will also get to the other side safely.” 

Tue Chancellor gave an impression of optimism and 
decision. 


Beruin, August 19, 1923.—There can be no question of 
the blackness of the outlook. Great complications appear 
to be ahead, and I see no speedy solution of the Reparations 
Question. Why have we arrived at this pass? Mainly 
because we have allowed our own proposals to be jostled 
out of court without insisting on adequate consideration. 
And not our own proposals only, but other solutions, such 
as that proposed by the Bankers in 1922, and the German 
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proposals of November 1922 and January 1923. While 
probably no single one of these schemes was acceptable 
in its entirety, some of them were sufficiently near accepta- 
bility to be worthy of detailed examination. 

A sEeconp fault has been our obstinacy in attempting to 
fix a final figure of reparation prematurely. No serious 
estimate of the financial position of Germany is to-day 
possible. The fog of inflation obscures true vision. 
We have to grope our way. An attempt at premature 
finality is bound to fail for two reasons. First, that 
Germany and France are too far apart, and secondly, that 
no one could throw sufficient light on the question to prove 
either France or Germany wrong. It may, of course, be 
said that the postponement of a final figure is detrimental 
to development and unfair to Germany. Perhaps that 
is so, but would it be as disastrous for German recupera- 
tion as the perpetual wrangling which has resulted from 
the alternative ? 

BERLIN, August 20, 1923.—Regarding the whole position 
in Central Europe and the problem of what policy England 
should adopt, the clearest conclusion appears to be that 
the essential interest of England is to prevent the breaking 
up of Germany. As long as Germany is a coherent whole, 
there is more or less a balance of power in Europe. 
Directly Germany breaks up that balance disappears ; 
France remains in undisputed military and political control, 
based upon her army and upon her military alliances. 
Many of the arguments which were valid in 1914 against 
Germany are valid to-day against France. Indeed, this 
is an under-statement, for then the Triple Alliance was 
balanced by the Russo-French Alliance ; to-day France 
and the Smaller Entente is balanced by nothing. That is 
no reason for unnecessary quarrelling, but it is a powerful 
reason against still further increasing the dis-balance of 
power. 
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Anyone who supposes that a French Government domi- 
nating the Continent as Napoleon dominated it after Tilsit 
will remain friendly to England must be a poor judge of 
national psychology. No more foolish expectation could 
be entertained. It is equally improbable, under such 
circumstances, that we should be friendly to France. 
Desiring the maintenance of the Anglo-French Entente, 
Iam compelled to desire the existence of a strong Germany. 


BERLIN, August 20, 1923.—It becomes every day more 
evident that without outside assistance Germany will fall 
into chaos. By outside assistance I mean brains rather 
than money. The majority of people here, including those 
at the head of affairs, do not see the financial abyss into 
which they are falling. Those who do see it—if there 
are any—instead of trying to alter the ship’s course, profit 
by the mistakes made, and are busy saving their private 
fortunes from a catastrophe they regard as inevitable. 
Whether they will succeed in doing so appears doubtful. 


Ir is hardly an exaggeration to say that those responsible 
for the financial policy of the country are committing | 


suicide in order to avoid the payment of reparation. I 


fully admit that the reparation demanded has been— 


excessive; that the method adopted for presenting claims 
has been absurd; that France and Belgium have steadily 
refused to recognise the truth that “ from a cow in dissolu- 
tion no milk can be obtained,’’—all that is quite true, but 
it does not justify at the bar of common sense the policy 
that Germany has pursued. In England and America 
it is a commonplace to assert that, the more paper-money 
is issued, the less the value of each unit of paper-money 
will be—that is the working of the ordinary rule of supply 
and demand. It does not require any abstruse know- 
ledge of the quantitative theory to realise this. But here, 
this commonplace is denied both in word and in practice. 
A flagrant example has just occurred. MHlavenstein, the 
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Director of the Reichsbank, stated openly on Friday that 
the Reichsbank was then printing at the rate of 20 billion 
of marks per day, the total amount in circulation being 
63 billion marks ;_ but he declared with satisfaction that in 
the next week the Reichsbank would be able to print 
46 billion of new paper-money per day. Forty-six billion 
marks represent a face value of £2,300,000,000,000, 
and the note circulation £3,150,000,000,000. Haven- 
stein made this declaration before a Council of State, 
which is supposed to contain financial and economic 
experts, yet none criticised the policy stated or referred 
to its insanity. The speech was largely reproduced in 
the German Press, and provoked neither outcry nor 
astonishment. 

Ir appears almost impossible to hope for the recovery of 
a country where such things are possible. It is certainly 
vain to hope for it unless power is taken entirely away 
from the lunatics at present in charge, and put into the 
hands either of foreign experts or of some»body with sober 
and sensible ideas. 


BERLin, August 24, 1923.—Hilferding’s speech yesterday 
is the first declaration by a German statesman which I 
have seen showing any comprehension of the financial 
necessities of the position. He stated that without stabilisa- 
tion of the mark, no foreign policy was possible, no budget 
could be established, and no reasonable basis for either 
Government administration or for private trade could be 
created. 

Or the soundness of his view there can be no doubt. 
Whether he will have power enough and resolution enough 
to carry through his programme must remain problematical. 
As to his power, it is against him that he was born in Vienna, 


1 Tue remedy came three months later through the Rentenmark, the death 
of Havenstein and the appointment of Schacht as President of the Reichsbank. 
Schacht is a man of immense energy and sound views. 
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a Jew. This fact does not create sympathy among the 
parties of the Right. 

As to his character—he is rather florid to be a great fighter. 
The good things of life count too much. But he has 
knowledge. 

BERLIN, August 24, 1923.—Everyone is reading Prince 
Eulenburg’s Memoirs. 

One of the most interesting passages is that describing the 
Bismarck family life. Eulenburg was a man of cultured 
if exotic taste, and was appalled by the Philistinism of 


the Bismarcks and by their frank lack of appreciation | 


of art in any form. The furniture of the house was 


hideous, and when the daughter sang, even the dog left 


the room. 


ECKARDSTEIN, who was Private Secretary to Herbert 


Bismarck, tells me that Herbert was a very good fellow, 
but terribly rough ; still a man of capacity, and honest. 
The old Prince used at times to treat subordinates in the 
Foreign Office almost brutally ; on other occasions he 
would be urbane and polite. The more they cringed to 
him, and the more they were afraid of him, the more he 
bullied them—Geheimrite, Vortragende Legationsrate, 
and all the upper hierarchy included. The old man butted 
sometimes like a wild boar. On the other hand, he did 
not mind young men standing up to him. The greatest 
instance of this was his doctor, Schweninger, who was 
introduced to him by Herbert. Bismarck refused to 


answer a doctor’s usual questions, so Schweninger said: | 
“If you will not answer my questions you had better) 
send for a veterinary surgeon. I came to treat an intelli-| 
gent being who would inform and help me.” Bismarck | 
took this quite well. They went up to the Chancellor’s' 


bedroom. The dressing-table was covered with about 
one hundred quack remedies. These Bismarck used to 
swallow indiscriminately. 

11—16 
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WHENEVER he saw an advertisement in the papers of some 
drug for an illness which he had or imagined he might 
have, he used to send for it and commence taking it in 
addition to all the old remedies. Schweninger went up 
to the table, opened each bottle, smelt the contents, and 
then threw them out of the window into the garden. To 
this also Bismarck submitted, and Schweninger gradually 
obtained an immense ascendancy over him, an ascendancy 
which, however, did not extend to much curtailment of 
the Chancellor’s diet. Up to the end he mixed every 
kind of lobster, crab, and cray-fish with wine, beer, and 
liqueur. But Schweninger to some extent succeeded in 
diminishing the quantities consumed. 


BERLIN, August 24, 1923.—The principal impression I gain 
from the French Yellow Book is that the inducements 
offered by Poincaré to bring about capitulation are about 
equal to zero. In documents 23 and 25 he merely says 
that, once passive resistance has stopped, it will bring about 
correlatively a modification of the occupation. ‘This is 
explained to mean that the occupation would resume its 
pacific character and troops would only be maintained in 
sufficient number to preserve the principle and prevent 
acts of hostility. But it is clear that there would be 
no freedom in the exercise of the Ruhr industry, the 
deliveries of coal to France would have to be resumed, 
and the coal-tax and export taxes would have to be 
paid. The stocks of goods on hand would be put 
under Allied control, Allied authorities would examine, 
case by case, the return to their homes of those who have 
been expelled, and only permit return in special cases, 
while the railways would continue to work under the 
foreign régime. 

Wuat inducement is there in this proposal to tempt any 
Government ? Could any Ministry accept it without the 
certainty of being overturned ? 
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Ir it is desired to find a pacific solution, the inducements to 
Germany to abandon passive resistance must be infinitely 
greater, quicker, and more precise. Otherwise capitula- 
tion would mean— 

(2) Continuation, almost unimpaired, of all the present 
disabilities. , 

(2) Certainty of internal trouble in Germany. 
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CHAPTER XIII 
AUGUST—SEPTEMBER 1923 


Important communication from Schubert——German Government ready to 
accept British scheme of settlement—An estimate of the value of native 
troops—The Chancellor on passive resistance—Poincaré’s obstinacy— 
The Jews and international policy-—Poincaré’s bid for a Japanese Alliance 
—A German publicist on English Ministers. 


CHAP. ERLIN, August 30, 1923.—In an interview to-day with 
von Schubert, he said that the Chancellor had re- 

August . . : 

1923 quested him to impress on the English Government 


the extreme urgency of the situation and the danger of 
delay. He confirmed the statements made by Sthamer 
to Sir William Tyrrell on or about August 25, and 
desired me to communicate to London the perilous con- 
dition of affairs here. 
Tue rapid fall of the mark during the last fortnight showed 
how critical the situation was. When thé new Government 
took office, the mark was at fifteen millions to the £ sterling : 
to-day, notwithstanding the efforts of the Minister of 
Finance and notwithstanding the new loan and the new 
taxation, the £ sterling stood at fifty millions. The 
efforts of the new Government to create stability had so 
far failed. While the new taxes were coming in fairly 
well, subscriptions to the new loan were slow. 
Unoper these circumstances the German Government felt 
that the policy of passive resistance could not be continued 
much longer. On the other hand, it was impossible to 
abandon passive resistance unconditionally without creating 
grave social unrest. ‘The only solution that appeared open 
to them was to adopt the policy contained in the British 
Note of July 20, and in the draft identic reply to Germany 
which was enclosed therein. 
Tue German Government were prepared to adopt this 
policy in its entirety, and in pursuance thereof they would 
244 
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furnish the industrial and commercial guarantees which 
were indicated in the Chancellor’s recent speech. If the 
British Government thought it desirable, these guarantees 
could be formulated in a more precise manner. The 
German Government would elaborate them in such a way 
as to give fullest security for the execution of the promises 
made. They recognise that the crux of the whole problem 
now lies in the question whether and how it is possible to 
substitute for the special Ruhr and Rhine pledges others 
which are equally effective but of a general and non- 
political nature. Any indication, official or otherwise, 
given by the British Government of the nature of the 
precise guarantees required would receive careful attention. 
Having accepted the basis of July 20 in principle, the 
German Government desire to know in what way it may 
be desirable to complete the details of the scheme. 

WirTu regard to the modifications in the régime of the 
Ruhr, the German Government accept the basis proposed 
in Curzon’s Note of July 20. 


BERLIN, September 1, 1923.—Curzon’s scheme of settle- 
ment, as set out in his Note of July 20, contained certain 
salient points. Among the most important were : 

(1) ABANDONMENT of passive resistance on _ specified 
conditions. 

(2) Acceprance of some form of control. 

(3) EsrasLisHMENT of adequate guarantees for the execu- 
tion of financial engagements undertaken. 

THESE points having been accepted in advance by the 
German Government, the path would seem to be cleared of 
certain serious difficulties. 

THE question may be asked, To what extent will the new 
attitude of the Chancellor and of the German Government 
be endorsed by the Reichstag and by public opinion in 
Germany? There will unquestionably be violent oppo- 
sition from the extreme Right and some opposition from the 
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moderate Right. ‘This will not fail to be fomented by 
the Communists on the ground that the settlement con- 
templated would constitute a capitalist plot. But Strese- 
mann can probably count upon a large majority, provided 
that in the meantime finance does not collapse. It is 
essential to avert an aggravation of the financial crisis ; 
otherwise—chaos. 


BERLIN, September 3, 1923.—It is interesting to estimate 
the fighting value of the French Morocco and Senegalese 
troops. In Germany it has been generally assumed that 
this value is high, but a leading military authority who has 
just passed through here, and who has seen a good deal of 
these troops, estimates their fighting value at only one-tenth 
of a good French battalion. 

I askeD him how he compared the French Morocco troops 
with our Punjab troops—Sikhs or Mohammedans. He 
said: ‘‘ Decidedly inferior. I estimate a Punjab 
regiment at one-third of a European regiment. A great 
deal depends upon the officers. Both in the case of our 
Indian Army and in the French Morocco Army, the number 
of white officers is too small. During the late war, when 
the first lot of white officers had been reduced by casualties, 
it was impossible to find enough officers knowing Hindus- 
tani, and the value of the battalions diminished hugely. 
The French also have no adequate reserves of white officers 
understanding the coloured troops and their language.” 


BERLIN, September 3, 1923.—There are two fundamentally 
different policies regarding reparation. One is to exact 
payment without reference to the effect of payment upon 
the financial solvency of Germany. ‘The other is to con- 
centrate upon making Germany solvent as a pre-condition 
to continued payments. 

UnrortunaTELy, the first of these policies has been 
followed. The English Government has more or less 
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understood that policy No. 2 was the only right one, but 
the temptation for the hand to pounce on this or that small 
sum has been such that the weaker brethren have been 
unable to resist it. While preaching with our lips and 
believing in policy No. 2, our action has frequently deviated 
into policy No. 1. Lapses of this kind still occur. We 
are constantly pressing the German Government to pay the 
Rhineland Commission or some other Inter-Allied body, 
we continue to exact payments under the Reparation 
Recovery Act, quite oblivious of the fact that such 
payments can only be met by increased inflation. We are 
thus precipitating the catastrophe we desire to avoid. 
ADMITTEDLY our contribution to the catastrophe is relatively 
small, the main causes being Gerrnan financial mismanage- 
ment and the French combination of financial cupidity and 
political destructiveness. But still, by our action we have 
injured to a certain extent our moral position and we have 
gained very inadequate compensation for it. 


BERLIN, September 4, 1923.—A long conversation with the 
Chancellor to-day. He appeared much gratified by the 
favourable reception of his Stuttgart speech by the English 
Press. 

He had seen the French Ambassador yesterday and had 
put to him very clearly that no progress was achieved 
by both sides making long speeches and not discussing 
matters ina practical manner. He was quite ready to treat 
with France, but he must know whether France would 
be satisfied with economic guarantees, or whether there 
were political designs behind reparation demands. 

Wir regard to passive resistance, he had said frankly that 
it was impossible for him to put before the German people 
a policy for the resumption of work in the Ruhr unless he 
knew what the French would do on their side. Would 
Germany recover her industrial liberty at an early date? 
This was no question of i]]-will on his part ; it was a materia] 
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impossibility for any German Government to adopt a 
different attitude. If the French insisted upon the 
abandonment of passive resistance without saying what 
facilities they would give, it forced Germany into chaos 
and civil war. ‘The Chancellor had made no secrets about 
Germany’s difficulties. He had also made no secret about 
his determination not to conclude an agreement between 
Germany and France alone, but between Germany and the 
Allies: the French Ambassador seemed to consider that 
the Ruhr question did not concern England. The 
Chancellor had replied : “‘ By your action in the Ruhr you 
are making it impossible for Germany to pay reparation. 
Are not England’s interests concerned ?”’ 

Financia and industrial groups in Germany and France 
might make private arrangements. He was not opposed 
to that, but as far as the German State was concerned he 
would only negotiate with the Allies. 

Tue Chancellor had also discussed the question of Security 
and had pointed out that this question was raised in the 
Belgian Note. He was anxious to know whether the 
discussion had now any interest for France. 

Go1nc on to talk about his own position, the Chancellor 
was quite frank ; he said that the task before him was 
very onerous. ‘The responsibility was immense, and the 
difficulties almost insuperable. A German has no head 
for foreign affairs. He went on to say that Hilferding, 
although a strong, theoretical Socialist, was not heavy- 
handed enough in making capital pay. He put too much 
water in his taxation wine. 

Tue Chancellor returned repeatedly to the theme that he 
would not admit that the Ruhr and Rhine were merely 
questions between Germany and France. They concerned 
England and other countries vitally, and he would never 
depart from the ground that agreement regarding them 
must be between Germany and the Allies—not between 
Germany and France. 
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In the course of conversation, I reverted to the subject of 
Germany’s acceptance of the basis set forth in the Curzon 
Note of July 20. 

Tue Chancellor said: ‘‘ Yes ; I came to the decision to 
declare our acceptance of that basis very reluctantly. 
It was a painful decision for me to take, but it was necessary 
in the interest of Germany. It would be very undesirable 
for this decision to be generally known, and my position 
here would be extremely difficult if there were premature 
disclosure. What I hope is that some English statesman 
will be able to say: ‘ The basis indicated in Stresemann’s 
speech at Stuttgart does not differ materially from the basis 
of Lord Curzon’s dispatch of July 20. Is it not possible 
to find some common ground between these two policies 
on which to base negotiations ?’ ” 


BErLin, September 7, 1923.—The position is certainly 
critical, What precisely will occur one cannot tell, but 
with the mark at 250,000,000 to the £ sterling it is difficult 
for the most docile and orderly population not to break out. 
There are considerable queues in the streets here before 
food-shops; out-of-work prevails, especially in Saxony. 
THE new Government have completely failed in their 
financial policy as far as exchange is concerned. I do 
not think they have taken the right measures, and such 
measures as they have taken or have intended to take have 
not been carried through with adequate decision. As an 
instance of weakness, there is the dismissal of Havenstein 
—they have been a fortnight over it, whereas to produce 
the desired effect a dramatic changewas absolutely necessary. 
Hilferding is criticised as merely a great theoretician ; he 
will have to show that he has drive. 

My view of the general situation is that there is just a 
possibility of settlement. The Belgians are openly very 
anxious for some solution, and this may soften Poincaré. 
Stresemann is frankly for any solution that he dares accept 
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and which does not infringe German territorial sovereignty. 
It ought, therefore, to be possible to achieve something, but 
it remains a race between compromise and collapse. 


Beruin, September 11, 1923. —The German Government 
is ready to abandon passive resistance if they obtain security 
for a modification of the régime in the Ruhr. . . . Short 
of certainty on these issues the German Governiieas hold 
that they have nothing to gain by acceptance of French 
conditions. They would become so unpopular that they 
could not preserve order. 


Bern, September 12, 1923.—With regard to the negoti- 
ations between Berlin and Paris, much more has been 
reported in the press than has really taken place. In 
reality, Poincaré seems unable or unwilling to recede from 
his demand that passive resistance must be withdrawn 
before he will consent to discuss terms. Moreover, he 
declines to state what alleviation of the blockade and 
occupation he will grant if passive resistance is abandoned. 
Stresemann, on the other hand, says: ‘‘ If 1am not promised 
definite alleviations I gain nothing by withdrawing passive 
resistance ; I merely lay down my only weapon of defence 
and receive nothing in exchange for it, not even a verbal 
promise.” 

Tue only hope of solution appears to be that some formula 


‘should be devised which Poincaré would think satisfied 


French public opinion and Stresemann would think gave 
him latitude of action with regard to negotiations. Various 
proposals have been put forward with this end in view— 
the most recent being that Germany should undertake to 
recommence her deliveries of coal to France and Belgium, 
and that this measure should be regarded by France and 
Belgium as equivalent to abandonment of passive resistance. 
The idea is not otherwise than ingenious, and I believe it 
would be accepted here, Whether it would be accepted 
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by Poincaré is, however, doubtful. Obstinacy may 
produce a catastrophe. 

Tue danger of social disorder in Germany grows apace. 
Communist agitators are active and are supported both 
by funds and by organisers from Moscow. It appears 
unlikely that the winter will pass without grave disorder. 


Berwin, September 17, 1923.—One of the inexplicable and 
disquieting features in Central European politics to-day is 
the fact that the leading Jews, particularly those in the press, 
are definitely anti-British. Maltzan, who knows more of 
their true feelings than I do, is constantly reverting to this 
theme, and explains it by the statement that we are too 
simple and open for them. I doubt, however, whether 
this flattering explanation is the true one. It might have 
been anticipated that, both the English and the Jews 
being constitutionally inclined to compromise, their general 
attitude towards problems would have been sympathetic, 
if not identical ; but one must confess that in fact any 
tendency to fellow-feeling is obliterated by the Jewish 
conviction that England represents a stable dominant 
imperial force, whereas Hebrews are essentially subjects, 
wanderers, and do not like the Civis Romanus sum 
conception. 

JewisuH influence is great and increasing, so that their 
hostility is not to be despised. Georg Bernhard of the 
Vossische Zeitung, Victor Hahn of the 8 Uhr Abendblatt, 
and Radek, the cleverest of the Moscow propagandists, 
are all temperamentally anti-British ; so were the Jews of 
the A.E.G.—Rathenau and Deutsch ; so are almost all of 
the Jews among the Independent Socialists, the only 
exception that I can call to mind being Theodor Wolff of 
the Tageblait. It is remarkable that, amongst Jews, there 
is little evidence of gratitude for the relatively generous 
attitude of England towards their race as shown in the 
absence of anti-Semitism in England, nor is there the 
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smallest recognition of our policy with regard to Zionism. 
They prefer Paris, where they have been maltreated both 
before and after the Dreyfus trial, and Germany, where 
before the war no Jew could become an officer, to England, 
where they have long had equal rights of effective citizen- 
ship. 

As regards the parties in Germany to-day, there is no doubt 
that the monarchical party of the Right are more favourable 
to England than the Socialists, particularly the Independent 
Socialists. This, again, is an anomaly. One might have 
anticipated that the Republican-Liberal section of the 
political community would have been in favour of free 
England as opposed to militarist France; but this is 
certainly not the case. Is this due to the Jewish in- 
fluence in Liberal circles ? 

RecarpinG Russia, all information goes to show that the 
Jewish element in the Soviet Government, which remains 
powerful, continues hostile to the British Empire. It is 
less hostile to France, which it fears less;.and it is rather 
friendly to Germany, on account of trade connections. 
Maltzan would probably say that the order of precedence is 
here established by the moral factor in that there is greater 
similarity between Russian and Continental manners, 
methods, and morals than between Russian and English. 
WHEN one has said all that there is to be said about the 
Jews, my experience is that they are the most faithful of 
friends and the wisest of advisers. My advice to any 
Anglo-Saxon going into business would be: ‘‘ Do 
nothing without Jewish co-operation or Jewish counsel— 
preferably participation on a substantial basis in addition 
to intellectual co-operation. If you cannot find a Jew, get 
a Scotchman; but do nothing without one or the other. 
They have a vocational instinct and an inborn application 
which others cannot acquire.” 


Beruin, September 19, 1923.—The Chancellor told me 
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to-day that he hears from many sources that Poincaré 
has become nervous and suspicious; that he imagines 
everyone is against him. He believes that the German 
Government is plotting with England, with Belgium and 
with Italy to force him to abandon his negative attitude 
and commence negotiations. He says that Stresemann has 
not merely disappointed him by his own attitude but has 
corrupted the French Ambassador in Berlin and Haguenin, 
both of whom urge him to negotiate. He will not listen 
to any of his entourage. How far these reports may be 
true [ cannot say, but they will certainly exercise considerable 
influence on the Chancellor. Maltzan pays less attention 
to them and continues to urge that Germany cannot continue 
passive resistance much longer, but must come to terms 
somehow. He sees very little weakening in Poincaré 
and not much change in French public opinion, which he 
still believes to be cordially behind Poincaré. Such 
comfort as he derives from the situation proceeds from the 
Japanese earthquake. This evidently weakens Japan. 
Japan, he knows for certain, has an agreement with France. 
The fact of this agreement is one of the main reasons why 
America has not been more active in European affairs. 
She has tc guard herself against Japanese attack on the 
Pacific Coast. If Japan is paralysed or knocked out for 
two or three years it cannot but have a strengthening effect 
on the influence in America which favours intervention, 
necessarily in a pro-German sense. But even in this cup 
there is a drop of bitterness. Maltzan thinks that the 
restoration of Japan will absorb American funds which 
might otherwise come to Germany. Personally, all these 
deductions seem to me exaggerated. 

Matrzan says that Stresemann is very determined and will 
take any and every measure to bring the crisis to a successful 
conclusion. He has already begun to reduce expenditure 
by bringing down diplomatic salaries by 15 per cent. He 
will be quite ruthless in seizing foreign currencies and 
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foreign exchange. He will put down disorder with a firm 
hand. He will, if necessary, make himself into something 
like a dictator. In the present crisis he will have Ebert’s 
support in assuming full powers. Contrary to the state- 
ment Stresemann made to the Nuncio yesterday that he 
would dissolve the Reichstag if he met with opposition, 
Maltzan declares that Stresemann has determined to act 
without the Reichstag if necessary—which means that 
he will postpone a general election. 


BEr.in, September 19, 1923.—A great deal is made here 
of an alleged attempt by France to get into close touch with 
Japan, and thus to counterbalance the influence of the 
Anglo-American Association. ‘The story runs as follows : 
In the spring of this year M. Poincaré’s annoyance at the 
condemnation of his Ruhr policy by Great Britain and the 
United States, and the refusal of both to associate themselves 
with his enterprise, became such that he looked for a fresh 
Ally, where, as was supposed, there also‘existed a certain 
apprehension of both the Anglo-Saxon democracies. 

TuatT Japan was disturbed by London’s abandonment 
of the Anglo-Japanese Alliance was undoubted. Equally 
certain was it that America’s blunt method of barring 
the entry to the States of would-be Japanese immi- 
grants rankled in the hearts of Japanese of all classes. 

Tue Japanese Ambassador in Paris is said to have 
held out to the French Government some prospect of 
Japanese acquiescence in a suggested alliance, but when 
Tokio was sounded they declined to listen to the proposal. 
The Japanese Admiralty was not impressed with thestrength 
of the French Navy; nor, apart from this, did it for a 
moment imagine that, in any war in which France and 
Japan might become involved with the Anglo-Saxon 
Powers, France either could or would spare a single first- 
class unit for the defence of Japan. ‘True, France was 
prepared to offer to Japan, in the event of a naval war in 
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the Pacific, the use of her Indo-Chinese ports as naval 
bases. But what would be the use of these ports, asked the 
Japanese Admiralty, if France lacked the fleet with which to 
maintain their communications with either France or Japan? 
France was also prepared to open French Indo-China to 
the surplus population of Japany whose access to other 
fields of emigration was denied by the United States and 
by British Australasia. But, after all, this was an economic 
and commercial problem, which might be more appro- 
priately dealt with as such, without involving Japan in 
the obligation of having to come one day into conflict with 
the American and British fleets combined. 

‘THEREFORE, when the French overtures were launched at 
Tokio, Japanese statesmen deprecated all discussion of the 
subject as undesirable. Not only this, but, as if by 
accident, a subordinate member of the Japanese Embassy 
at Washington contrived to convey the secret of France’s 
approaches to Tokio for a Franco-Japanese Entente or 
Alliance, to a subordinate member of the British Embassy at 
Washington. From this source, naturally enough, the report 
reached the American Administration. So the story runs. 
BERLIN, strangely enough, or perhaps naturally, in view 
of the rather alarmist reports dispatched by Dr. Solf, had 
inclined from the first to take the possibility of a Franco- 
Japanese combination far more seriously than London. 


1 Ar a later date German fears on the subject were intensified by the con- 
clusion of the Soviet-Japanese Pact of the autumn of 1924, Maltzan then 
going so far as to talk despondently of a Franco-Russian-Japanese alliance. 
As a matter of fact, the exclusively pro-Japanese policy of Japan (a policy 
wholly free from any sentimental bias in favour of any white country) was 
not fully realised in Europe until the extraordinary discussions that attended 
the drafting in the League Assembly and its Commissions of the Protocol 
of 1924. It was then seen how, far from being ready to pull the chestnuts 
out of the Central European fire for France’s benefit, Japan’s supposed 
sympathy with France aimed at nothing more than the use or misuse of 
France and of other League Member States for Japan’s benefit in the even- 
tuality of an American-Japanese conflict. 
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It is possible, however, that what Germany feared was rather 
a weakening of her excellent trade relations with Japan 
than the military and diplomatic consequences of such a 
rapprochement. Maltzan did not apparently know, or 
if he did know refused to believe, that Japan had genuinely 
repelled M. Poincaré’s advances. He was certainly not 
informed of the manner in which Japanese diplomacy 
had revealed those French advances to London and 
Washington. 


Beritn, September 20, 1923.—The success of English 
world policy has been explained variously. The following 
German explanation which appeared in the Berliner 
Tageblait is not less true than others : 

“*As we have seen from the newspapers, the English Cabinet 
Ministers have recently all been on leave: Baldwin in 
Aix, Curzon in Normandy, etc. They went on leave with 
the intention of considering in peace and quiet the line 
to be taken by English policy in present circumstances. 
“For four weeks each English Minister has earnestly 
considered this problem. At the end of this period each 
of them has come to the conclusion that the best solution 
would be that, in present circumstances, English policy 
should do nothing whatever. 

“Tury acquainted each other with the conclusions by 
telephone and were very pleased to learn that they had, 
without exception, all arrived at the same result. It is 
particularly important that, in these difficult times, unity 
and harmony of thought should be maintained. 

“Tue English Ministers then returned to London, where, 
with restored vigour, they will work with unswerving 
purpose for the execution of their programme. 

“ Tuery will, of course, not work on this programme every 
day, since once a week is ‘ week-end,’ when people go into 
the country and play golf. 

““One may think what one pleases, but the fact remains 
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that this is the best method of founding and maintaining a 
world empire. 

““Iw the old days there were often ambitious people who 
tried to found a world empire, but they approached the 
matter from the wrong point of view. They sprang on to 
their horses, waved their swords, and shouted ‘To Marengo! 
or To the Granicus!’ Nothing remains of these people. 
“On the other hand, the great advantage of the English 
language is that it can be talked without removing a pipe 
_ from one’s mouth. 

“Ir an Englishman goes tiger-hunting in the primeval 
forest, and lives alone in a tent with ten Hindus, he puts on 
a tail-coat for dinner in the evening. 

‘“* Tuus, and thus only, is the thing done.” 
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A dinner at Stresemann’s—A Frenchman on Poincaré’s prestige—Great 
Britain and the Ruhr—A Reichswehr quarrel—Crown Prince’s return 
sanctioned by German Government—Some Biilow epigrams—Strese- 
mann on the Crown Prince—The Bavarian bombshell—Ludendorff- 
Hitler revolt—Paris demands surrender of Crown Prince—Stresemann 
on General von Seeckt. 


ERLIN, September 21, 1923.—Dined with the Strese- 

manns last night—their first dinner since he was 

appointed Chancellor. All the arrangements good, 
though simple, and Frau Stresemann an agreeable, attractive 
hostess. The Reichs-Prasident, Ebert, was there, and I 
had some conversation with him after dinner. One never 
sees him without wondering whether he is not really the 
Mayor of some small French town near Besangon. Little 
of the German about him; nothing of ‘the Socialist; and 
less of the working saddler. He looks as if he had been in 
the enjoyment of a small bourgeois business since the day 
he was born. ‘Those who come into close contact with him 
say he is sensible and clear-headed, but I have formed no 
special liking for him myself. Last night he was quite 
clearly against Stresemann and against the last German 
offer. Who he wants instead of Stresemann I do not know, 
nor could I make out what precisely he objected to in the 
offer except that he thought it was too definite and that the 
enunciation of Articles 1, 2, 3, 4, and 6 was unwise in form 
and wrong in fact. He said that the French ought to 
remember that we have not an unlimited supply of Strese- 
manns. If this Government falls there are not many 
possible successors representing political stability. As 
most people think there are none, the statement that 
“there are not many ”’ is a stone in Stresemann’s garden. 


Ir is easy and not uninteresting to classify countries, either 
258 
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according to racial origin, or to religion, or to national 
characteristics, or to half a dozen other standards, but 
probably the two most essential divisions are religion and 
male or female attributes and qualities. Nations are either 
masculine or feminine, and the classification is often de- 


cisive. ‘The French, the Russians,the Slavs, the Hindus, 


are feminine, while the English, the Germans, the Chinese, 
and the Turks, indeed Mohammedans generally, are clearly 
masculine, the English and the Turks characteristically so. 
The males have authority, prestige, and dour fighting 
value; the females have quickness, charm, and intelligence, 
but are unable to maintain discipline and prestige without 
a meticulous severity which the masculine nations abjure, 
and of which they are incapable through laziness and 
through inherent breadth of view. Possibly breadth of 
view is a result of laziness. It is such hard work to hate, 
to suspect, and be petty; though it often answers. 

TaLkED a good deal with a German specialist on Balkan 
affairs. He said that the internal dissensions in Yugo- 
Slavia between the Serbs and Croats are such that no 
exterior action of any vigour is to be expected or feared. 
He doubts whether the Kleine Entente is capable of any 
considerable joint effort. Its fundamental weakness is 
that Rumania is exposed to probable attack by Russia and 
knows that, if attacked, neither of her allies, Czecho- 
Slovakia and Yugo-Slavia, will assist her. Both are 
essentially Slav. 

Tue Yugo-Slav army he considers admirable as regards 
human material, but more doubful as regards guns and 
equipment. These are obtained almost entirely from 
France. The Skoda works in Czecho-Slovakia have tried 
to compete, but have been blocked by the French. There 
is no French military mission in Yugo-Slavia, but there are 
constant visits by French generals. 

Tus lot of Hungary he believes to be continuous isolation. 
The Austrians will not co-operate, and Germany cannot 
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CHAP. afford effective assistance for many tens of years. Hungary 


Sectcnber 18 Surrounded by hostile forces. 
eptember 

1923 : 
Beriin, September 23, 1923.—Reduced to its simplest 
expression, the position is this : if a formula can be found 
which enables Stresemann to present the abandonment of 
passive resistance to the country in such a guise as to 
render acceptance possible, the immediate crisis will be 
averted and the discussion of reparation can be entered 


upon with fair hope of success. 


BERLIN, September 23, 1923.—The following reaches me 
from Paris. 

“* Poincaré has undergone an extraordinary change in out- 
look. For the first time in all his public career he felt 
he had become popular in his country. He was greatly 
touched by the magnificent ovations he had received in 
every public assembly and he was convinced that his policy 
was right and that he had bien mérité de la.patrie. 

‘THERE had been an idea in Berlin to start some new 
proposal either with Paris or with the Reparation Com- 
mission. Soundings had been taken in Paris, but it had 
been decided that the time was inopportune because the 
French policy, as formulated by Poincaré, was much too 
strong for them, though it was true that French industrial- 
ists were eager to find a way out of the difficulty and believed 
that definite proposals were going to be made as regards a 
settlement. Particularly from the Right it was held that 
negotiations of any kind with Germany constituted an evil 
and that it was better for Germany to be isolated from 
Europe in general and from France in particular, the main 
point being that Germany should pay to the last. 

‘“‘ As regards the attitude of France to the German Note 
which was handed to the representatives of the Allied Powers 
in Berlin, the reply would be sharp and to the point. 
France would demand an unconditional surrender on the 
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part of Germany, and would be satisfied with nothing 
else. 

“As to the position in the Ruhr and in the Rhineland, in 
spite of General Degoutte’s military success, civil ad- 
ministration was losing more and more influence, and 
Degoutte had greater power than ‘Tirard.” 


Mr. Batpwin had been spending the month of September, 
1923, at Aix-les-Bains, where he maintained a fairly close 
contact with the British Delegation to the League Assembly 
at Geneva, which was headed by Lord Robert Cecil. . 
The events which arose out of the bombardment of Corfu by 
the Italian fleet tended further to accentuate the divergence 
between Great Britain and France resulting from the Ruhr 
- occupation and from the bitter exchange of Notes between 
M. Poincaré and Lord Curzon during the previous month. 
France, in order to win over Signor Mussolini to her standpoint 
as against Great Britain’s, supported Italy against Greece at 
Geneva, as in Paris. Lord Robert Cecil, on the other hand, 
had at the start adopted a strong attitude against the Italian 
bombardment of Corfu. He had even gone so far as to cause 
Articles 10, 11, and 16 of the League Covenant—those Articles 
dealing with territorial aggression—to be read out publicly at 
the session of the Assembly. His attitude angered both the 
French and the Italian delegates, although it earned the almost 
unanimous approval and admiration of the Assembly. Mr. 
Baldwin, however, maintained an attitude manifesting some 
concern over Lord Robert Cecil’s lone hand. The Quai 
d’Orsay, having duly noted this tendency to increase con- 
ciliatoriness on the part both of the British Prime Minister and 
the Foreign Office, ventured on the discreet suggestion that, 
perhaps on his way back from Aix to London, Mr. Baldwin 
might be persuaded to break his journey in Paris and hold an 
informal conversation with M. Poincaré. 
Lorp Curzon being away from the Foreign Office owing 
to ill-health, the matter of a meeting between the British 
and French Prime Ministers was arranged by the French 
Ambassador, M. le Comte de Saint-Aulaire. Consequently, on 
Mr. Baldwin’s arrival in Paris on the morning of September 20, 
he proceeded to the British Embassy where Lord Crewe gave 
a luncheon in his honour, to which M. Poincaré and his 
leading advisers were invited. After luncheon Mr. Baldwin, 
M. Poincaré, and M. Perretti de la Rocca, the political director 
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of the Quai d’Orsay, held conversations which extended over 
several hours. At the close of the conversations the following 
communiqué was issued : 

‘“*A MEETING of the Prime Ministers of France and Great 
Britain took place this afternoon, at which they took advantage 
to proceed to an exchange of views on the general political 
situation. It was not to be expected that in the course of one 
meeting M. Poincaré and Mr. Baldwin were able to settle upon 
any definite solution, but they were happy to establish a common 
agreement of views and to discover that on no questions is there 
any difference of purpose or divergence of principle which could 
impair the co-operation of the two countries, upon which depends 
so much the settlement and the peace of the world.” 

Tus communiqué had far-reaching results on public opinion, 
although the words of the draft were carefully chosen and appear, 
on calm consideration, to be innocuous. However, a false 
interpretation was put on them. The result of this false inter- 
pretation was that we lost influence in determining Anglo- 
French policy and became somewhat subordinate to our ally. 
Lorp Curzon, from his sick bed, read the communiqué, and 
is alleged to have considered it a repudiation of his past 
conduct of Great Britain’s relations with France. 

A YEAR later, when Count de St.-Aulaire—who had been 
relieved of his post by M. Poincaré’s successor, M. Herriot— 
was on the eve of leaving the London Embassy, Lord Curzon, 
at his final interview with the Ambassador, upbraided him with 
more than usual asperity for having, as he contended, arranged 
Mr. Baldwin’s visit to M. Poincaré behind his (Lord Curzon’s) 
back, the story of this undiplomatic scene being published in 
some detail in the New York Herald and reproduced in the 
Matin about the same date. 


Bern, September 29, 1923.—The real lesson to be derived 
from the recent past is one on which I have often insisted, 
viz. the complete futility of dealing with the reparation 
problem except as a part of the general financial position 
of the German Government. 

Berwin, October 4, 1923.—I have been reviewing the recent 
past with a view to preparing some document for the 
Imperial Conference which is meeting in London in the 
course of the next few weeks. I do not find that my views 
have altered much. 
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Beruin, October 5, 1923.—I am tired of writing this—but 
it is the essential truth. No settlement of any permanent 
value can be achieved which is not based upon the restor- 
ation of German finance, and the creation of a sound 
currency in Germany. A partial settlement, such as the 
seizure of this or that mine or forest, or this or that railway, 
has two disadvantages. First, in that it increases the chances 
of general collapse ; secondly, the asset lopped off is less 
productive in isolation than as part of the whole. 

E,\NcLanp has steadily adhered to the view that some form 
of central control or of effective financial advice at Berlin 
is requisite. The truth of this view has been abundantly 
proved by events of the last six months. 

Tue detrimental result of the Ruhr invasion has been 
twofold. It has reduced the capacity of payment and 
diminished the will to pay. A third effect is threatened— 
political disruption. This might amount—in effect—to 
the disappearance of the debtor, for no successor State 
would assume its share of the aggregate burden and pay it. 
Recent happenings amount to this, that a constitutional 
Government, animated by a conviction that it was expedient 
to fulfil Germany’s obligations within reasonable limits, 
has been replaced by two Dictators, one at Berlin and one 
at Munich, neither of whom is likely to be found as pliant 
as any of the Governments which existed in 1922 and 1923. 
The effect of the Ruhr occupation has therefore been wholly 
detrimental, as regards the prospect of reparation payments. 
Ir was thought at one time by certain observers that the 
cessation of passive resistance would inaugurate a period 
of pacification and greater productivity. It is doubtful 
if such an optimistic forecast will be verified... The real 
difficulties of the situation are only apparent now. 

Ir the view is taken that all partial solutions which aim at 
attaining immediate payment of small sums to the detriment 
of the general financial and economic position of Germany 
are erroneous, it follows that the demand now made for 
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the immediate resumption of deliveries in kind is at once 
illogical and dangerous. Deliveries in kind under re- 
parations have to be financed by a German Government. 
This means that the labour and other costs involved in 
getting the coal have to be paid by an increased issue of 
bank-notes. The German Government—until its finances 
are reorganised—has no other means of payment. 

Tue difficulty of suggesting a solution is rendered greater 
by the fact that France and England—two principal 
creditors—are not in similar positions. The English 
interest is pacification, commercial restoration, and an 
assured payment of reparation on the maximum scale 
available. If the measures adopted to obtain payment 
result in the collapse of Germany and the disturbance of 
the European peace, the result must be detrimental to 
British interests, both political and economic. 

France, on the other hand, may be anxious to obtain 
reparation payments, but she is more anxious to protect 
herself against possible danger, whether by disarmament 
—military and economic—or by political destruction of 
the opponent and the creation of a dominating military 
authority in Europe. With such divergent interests it 
is dificult to agree upon a common policy, however 
desirable agreement may be. 

On ty one plan suggests itself—joint action with a view to 
ascertain the causes of Germany’s collapse in finance, and 
the methods appropriate to restoration. This would be 
totally different from the proposal to appoint a commission 
to examine Germany’s capacity of payment. In my judg- 
ment, the latter proposal is to-day impracticable ; the whole 
position is veiled and obscured by this mist of inflation. 
The object of the Commission I propose would be to 
dissipate the mist and to lay bare the situation as it really 
is. It is possible that France would reject this inquiry, 
but our position in pressing for it and in resolutely declining 
to associate ourselves with any steps for forcing payments 
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until the inquiry we demand has been made, would be 
unassailable and would command world support. 

Ir is indeed obvious that to press for payment when such 
pressure must bring down the whole fabric can hardly 
be held to be a reasonable course of action for a creditor 
who has no ulterior aims. It appears in the highest degree 
important to avoid involving Great Britain and the Do- 
minions in any action unless there is ground for believing 
that it forms part of a policy offering hope of a permanent 
solution. 

A.tTHouGH France has rejected proposals for independent 
inquiry into Germany’s capacity to pay, this must be 
pressed if joint action to ascertain the causes of Germany’s 
collapse in finance and currency is an indispensable pre- 
liminary to any useful decision. 


BERLIN, October 8, 1923.—One cannot say “ The Ruhr 
policy is criminal and foolish,” and at the same time say, 
“If (contrary to my expectation) it turns out well, I should 
be glad of a participation.” 

Tue only wise, the only honest and honourable course is 
to say: 

“ENGLAND will have no part in and no responsibility for 
what it believes to be wrong, unjust, and dangerous to 
European peace. 

“ENGLAND is strong enough and rich enough to take 
her own line. We have given our own view of the 
proper course of action in our Note of July 20. 

“* Un tess these lines are generally adopted, we cannot lend 
our support. We are determined to adhere to our view 
of what is fair and shall not go beyond it.” 

Or all policies, weak complicity in what you know to be 
wrong is the one least likely to win either support or 
approval. 

Or all statesmen, the one least likely to react favourably 
to weak compliance is Poincaré. 
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BERLIN, October 9, 1923.—The essential cause of the present 
crisis in reparation has been the persistent attempt of the 
various parties concerned in the reparation problem to 
build a house without laying the foundations. This 
process was adopted directly after the Armistice and has 
continued steadily ever since. ‘That it continues to-day 
may be seen from the fact that the French and Belgian 
Governments exact, as a condition of the recommencement 
of negotiations, the immediate resumption of deliveries in 
kind. This condition is equivalent to demanding, as a 
condition precedent, the fulfilment of an act which will 
destroy the only basis on which successful negotiation can 
be conducted. It is absolutely illogical, and it proves that 
recognition of the fundamental possibilities by all the parties 
to the negotiation should precede any participation in 
negotiations by Great Britain. It is futile for us to take 
part in any conference unless the foundations of discussion 
are sound and unless there is a possibility of a final settlement 
on sensible lines. I am strongly averse to England 
assuming an attitude of combined scepticism and com- 
pliance. We should either believe or abstain. If we 
hold that the basis on which discussion is to take place is 
unsound or illegal or short-sighted, we had much better 
remain outside the discussion. 


BERLIN, October 23, 1923.—There is nothing insuperable 
in the difficulties of German finance, provided that currency 
is stabilised and that industry is set free to work. The 
present difficulties have been caused by bad financial 
administration, by a detestable currency policy, and by 
inopportune pressure from foreign creditors. 


Beriin, October 25, 1923.—An interesting report comes 
from quarters closely in touch with the French, viz. that 
their military authorities have their plans complete for an 
advance on Munich and Berlin, and that this advance will 
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take place directly either a monarch is proclaimed in 
Munich or a strongly militaristic party comes into power 
in Berlin. It is also reported that Foch, who has always 
been against the Ruhr adventure, has lost a great deal of 
his influence and is rarely consulted by Poincaré. 

THE incident between von Seeckt, the Head of the Reichs- 
wehr, and von Lossow, the Commander of the Bavarian 
Division, has its root in an old-standing antagonism. 
Von Seeckt represents the progressive side of the Army ; 
von Lossow the old retrograde school. A large majority 
of the superior officers strongly support von Seeckt and 
regard von Lossow’s failure to obey orders as a grave act 
of indiscipline. ‘This view prevents the parties on the 
Right from supporting Bavaria as strongly as they otherwise 
would. 


Beruin, October 27, 1923.—The Chancellor informed me 
last night that the Government have decided to allow the 
Crown Prince to return to Germany. He will not reside 
at Potsdam, but at his castle in Silesia. 

Tue Chancellor rather surprised me by saying that the 
Nationalists are hostile to the Crown Prince and are against 
his return. On the other hand, the Socialist Ministers 
had endorsed the decision in the belief that two pretenders 
are better than one. If the Republic was left face to 
face with one pretender it might go under. There was 
a certain safety in having two pretenders in the field. It 
is clear that the Crown Prince is considered a counterpoise 
to Wittelsbach pretensions. 

Tue Chancellor praised the Crown Prince, saying that he 
was sensible and a man of the world; just the opposite 
of his father, who was always posing and saying, “I am 
the German Empire.” The Crown Prince was partial 
to horses and women, which, in the Chancellor’s opinion, 
is hardly blameworthy in a Prince. 


Beruin, October 29, 1923.—At last progress can be 
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reported. The Americans have agreed to come into the 
inquiry as to Germany’s capacity to pay, and Poincaré has 
reluctantly agreed to the proposal. It is true that he has 
done so with several restrictions, but these are of minor 
account. The big fact is that, with American added to 
English experts, the world will accept their report, and an 
important statement of the facts will supersede false 
diagnosis. I remain of the simple view that the primary 
necessity is not to attempt the impossible ; the point being 
not to endeavour to-day to estimate Germany’s capacity, 
but to get German finance on to a relatively sound basis. 
Any report of Germany’s financial position to-day is a 
mere guess in the dark. It would be as easy to judge a 
man’s intellectual and physical capacity when dead-drunk, 
or under the influence of some powerful narcotic, as it is 
to get at the real position here through the present cloud 
of inflation. 


Berun, November 6, 1923.—Prince and Princess Biilow 
dined here Sunday. Notwithstanding his age (seventy- 
four), Biilow remains lively and vivacious. 

Hz spoke highly of Stresemann, saying he had shown both 
courage and skill. 

Princess BtLow, née Donna Laura Minghetti, told me 
two amusing stories about their former chef, M. Cholin. 
When she complained of some dish being over-cooked he 
said : ‘‘ Monsieur le Prince est un homme sur lequel on 
ne peut pas compter. II n’arrive jamais 4 temps.” 

Wuen Bilow, who had been Ambassador at Rome, was 
appointed Minister of Foreign Affairs in Berlin, Princess 
Biilow said to M. Cholin, “ J’espére que vous nous 
suivrez 4 Berlin” ; to which he replied, “‘ Je n’abandonne 
jamais mes maitres dans la misére.’’ After this the 
Emperor William used to always call the chef “‘ Monsieur 
la Misére.” 

““ Monsigur ta Mistre’”’ published a book of the menus 
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of dinners which he served to the Emperor, and was 
consequently regarded in France during the war as little 
better than a German spy. 

Princess Biitow has become very deaf, but retains all her 
meridional charm, vivacity, and good humour. 


Beruin, November 9, 1923.—A conversation with the 
Chancellor yesterday regarding the return of the Crown 
Prince. 

Tue Chancellor quite saw that the Crown Prince’s return 
would create an unfavourable impression in large circles 
in England, and possibly in America. He said, however, 
that it was almost impossible for him to refuse permission 
to the Crown Prince to return—a permission which had 
already been granted by Dr. Wirth before the Rathenau 
assassination. ‘That event had prevented the Crown Prince 
carrying out the journey for which he had received permis- 
sion. The Socialist Ministers, before they left office, 
had been strongly in favour of the Crown Prince’s return, 
and it was clearly better that he should come back with 
Republican permission rather than against it. If the 
permission already granted were now withdrawn it would 
give the Right a great weapon of attack—not only the 
extreme and unreasonable Right, but even the moderate 
elements. 

Apart from what the Chancellor said, my surmise is that 
his conduct is determined to a large extent by the view that 
the greatest danger of the moment comes from the Right. 
The Crown Prince’s return is regarded by him as a means of 
dividing forces between Hohenzollern and Wittelsbach, 
thus rendering attacks less dangerous to the Republic and 
to parliamentary government. 


Bern, November 10, 1923.—Met Maltzan and Schubert 
last night at dinner at the Italian Embassy and had a long 
talk with Maltzan just before leaving at 11 p.m. 

He said: ‘‘ At last I am able to say that our difficulties 
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have diminished. ‘Two or three days ago I was very appre- 
hensive ; now I am much more confident. The news 
from Bavaria is distinctly tranquillising, and Poincaré has 
become, not more agreeable, but weaker. ‘There are signs 
that he will co-operate in restoring industrial activity in 
the Ruhr. We also hear from America that, unless he 
gives in to the American views, he will lose all support from 
American opinion. ‘The situation is therefore better.” 

I came home and went to bed. 

Ar 2 o’clock I was roused by Maltzan, who announced 
with alarm that a revolution had taken place in Bavaria ; 
that Hitler had declared himself the supreme political 
authority in Germany; that Ludendorff was in charge 
of the army in Bavaria, and von Lossow Minister of War. 
Maltzan said the Cabinet was then sitting, that they were 
determined to support the Republic with all the force at 
their command, and put down the putsch with the utmost 
vigour. He also told me that the Pariser Platz and Unter 
den Linden had been occupied by troops, as well as the 
principal approaches to Berlin. 

Tuincs looked very much like the beginning of civil war; 
for some time past there have been authentic rumours 
both of great sympathy with Hitler in Pomerania and East 
Prussia, and of the concentration of considerable selbstschutz 
bodies in the forests north and east of Berlin. Unless the 
Hitler-Ludendorff putsch is suppressed at once it looks 
like the certainty of severe fighting in many parts of 
Germany. 

AT 9.30 this morning Maltzan came again to say that the 
Government had received from Niirnberg and Hamburg 
reassuring messages stating specifically that von Kahr and 
von Lossow had dissociated themselves altogether from 
Hitler and Ludendorff and had only given their assent last 
night under menace and compulsion. They had already 
issued orders to arrest Ludendorff and Hitler and to put 
down the putsch by all available means. 
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Von Szrcx has received the fullest powers over the military 
forces of the Reich, by presidential decree. The Govern- 
ment have confidence in him and in his respect for his oath 
to defend the Republic. They believe that this will prevent 
him from giving any countenance to monarchical tendencies, 
although, as an old Prussian officer, he certainly has monar- 
chical sympathies. On the other hand, he has always been 
critical of Ludendorff. 

THE personality of von Seeckt is so important in view of the 
powers now conferred upon him that it may be worth while 
to discuss it. In appearance he is emaciated and severe. 
His face reminds one of a death’s-head, or, as somebody 
has said, of ‘‘ General into Fox’”’; but he has few of the fox 
characteristics, being an honourable and even punctilious 
gentleman. ‘Those who criticise him say that his principal 
fault is that he is too intelligent to be a general. Some of 
his subordinates who aim at a military régime complain 
that he has insufficient political ambition. 

In military circles stories are current that von Seeckt is 
hostile to Stresemann. ‘This, however, is probably due to 
the fact that he thinks Stresemann too much of a politician, 
too much of a talker, and not sufficiently a man of action 
and of decision. Von Seeckt is intimate with Ebert, the 
two being close friends. 


Beruin, November 15, 1923.—I have received the following 
information from London. 

Tue French Government ask for the concurrence of their 
Allies in a demand to be made to the German Government 
for the surrender of the Ex-Crown Prince on the ground 
that his name figures on the list of war criminals whom 
Germany is bound to give up under Article 228 of the 
Treaty of Versailles. 

Tue English Government do not question the technical 
right of the Allies in making sucha demand. But whether 
it would be judicious or profitable for them to exercise their 
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right under existing circumstances appears to them more 


than doubtful. 


Beruin, November 18, 1923.—Supper last night with the 
Stresemanns and, as no one else was present, the Chancellor 
talked pretty freely. He was dead-tired, but revived 
somewhat under the influence of champagne. 

Tue Chancellor said that the prospects of his Government 
surviving had considerably improved during the last 
forty-eight hours. He was pretty sure of the Centre and 
of the Democrats. The Socialists, while they would not 
support him, would probably not vote in the Reichstag 
on Tuesday, and this would give him a fair majority— 
about 190 to go. ‘The party which might cause difficulty 
was his own——the Volkspartei. 

He also seemed confident regarding the loyalty of von 
Seeckt, who is popularly supposed to aspire to the dictator- 
ship himself. 

I prew the Chancellor’s attention to the specific allegations 
made by Foch before the Council of Ambassadors on 
November 16, regarding the excessive strength of the 
German Army and the manufacture of munitions. He 
replied : “* That is foolish propaganda. The German Army 
is below strength. Our supply of ammunition is 40 per cent. 
below that allowed by the Treaty. The talk about German 
arms factories in Russia is nonsense.” I said, ‘‘ If the 
facts are as you say, a quite dry statement ought to be 
issued giving the real position.”” The Chancellor said, — 
“‘T will bring that out in my speech on Tuesday”; but I 
told him that an official statement issued by von Seeckt 
would have more effect than any oratorical declaration. 
My general impression was that of a tired but still fairly 
confident man. 


On November 23 the Stresemann Government came to an end, and 
a new Government was formed under Dr. Marx, which included 
Stresemann as Minister for Foreign Affairs, 
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Why Stresemann’s Government fell—Political confusion in Germany— 
Lord Curzon’s threat to withdraw British Member of Ambassadors’ 
Conference—Three German Chancellors—Stresemann on Ebert— 
Rumours of suggested German-Italian Alliance—Mark stabilisation 
at last—British Premiers and Paris visitt—When did L. G, realise 
change in French policy ?—Stresemann’s difficulty in finding rest— 
Personal relations with Stresemann—Can Germany be trusted ?— 
Future relations between England and Germany—British policy and 
Continental Europe—English influence and French influence in Central 
Europe—British prestige and how to preserve it—The year of crisis: 
gravity of dangers passed through in 1923. 


ERLIN, November 24, 1923.—The newspapers here 

are inclined to attibute Stresemann’s fall to the fact 

that he trimmed too much and tried to catch the wind 
fromtoo many quarters. While thisis toa certainextent true, 
it is no less true that if he had trimmed less he would have 
fallensooner. It was only by his vigorous action in Dresden 
and Thuringia that he avoided dismissal at the hands of 
the Right and of the Conservative section of the Volks- 
partei. Stresemann’s view that by this vigorous action 
he would be able to pacify the Bavarians and the adherents 
of Bavaria in North Germany was to a considerable extent 
realised. ‘The mistake in calculation which he made was 
in thinking that the Socialists would be unwilling to dismiss 
him and risk a still more Conservative Government as his 
successor, that they would tolerate his strong action in 
Saxony and Thuringia and would, in the last resort, 
abstain from voting. Had they done so he would have 
had an adequate majority formed of the Volkspartei, the 
Centre, and the Democrats, as against a minority composed 
of Deutsch-Nationals and Communists. As a matter of 
fact, it appears probable that the leaders of the Socialist 
Party in Berlin would willingly have adopted this course 
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had they not been driven into more acute opposition by 
their adherents in the country, particularly in Thuringia. 
The speeches of Socialist deputies from Saxony and 
Thuringia on Thursday afternoon decided the Socialists’ 
vote and with it the fall of the Cabinet. 

Everyone here who takes an unbiased view of the political 
situation thinks that a mistake has been made. Even those 
who voted Stresemann down do not for a moment pretend 
that they have anybody of equal capacity to put in his place. 
To illustrate the extent to which the country is devoid of 
suitable candidates for the Chancellorship, I may report 
that yesterday afternoon a quite unknown deputy from 
the Bavarian Volkspartei, by name Leicht, made a clever 
speech, and, although nobody has ever heard his name 
before, he was at once put forward as a possible candidate. 
STRESEMANN, up to the last few days, had counted upon 
the willingness of Ebert to give him a dissolution in case 
he was defeated in the Reichstag. He only learned in 
the early part of this week that Ebert was unwilling to do 
this, the ground being that he considered it impossible 
to hold elections while so large a section of the territory 
was in foreign occupation. Stresemann himself told me 
that he considered this reason quite an adequate one and 
doubtless it was sincerely held by the President. This, 
however, does not alter my view that Ebert has never been 
altogether in favour of the Stresemann régime, and has 
probably looked forward to the day when he would have 
a more amenable Chancellor and one less out of sympathy 
with the views of an old-fashioned Socialist of the Ebert 
type. 

Ir is difficult to put forward any precise opinion as to the 
immediate political future. Ebert has spent the night 
in consulting different parties and party leaders, but I 
do not know that any particular wisdom has proceeded 
from the multitude of counsellors called in. The most 
probable event appears to be that von Seeckt, under his 
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somewhat undefined emergency powers, will continue to 
act as the principal controlling authority. 

Tue underlying reality of a military dictatorship will be 
veiled and possibly mitigated by the nomination of a Council 
of Ministers drawn either from members of the Reichstag 
with no accentuated political views, or from so-called 
experts in the business and bureaucratic world. How 
far such a combination will be able to command success 
may be doubtful. Nearly all the questions which troubled 
and finally wrecked Stresemann remain wholly or partly 
unsolved. The Ruhr problem is in a more acute stage 
than ever, and the abandonment of passive resistance has 
brought none of the promised relief from pressure ; 
Bavaria is certain to boil over again; the Commission of 
Control problem is likely to come up in a more or less 
violent form in the course of the next few weeks. I see no 
light on the horizon, for without a financial settlement no 
permanent improvement is possible, and the Ministries 
which are likely to be in power in the near future appear 
even more incapable of solving the financial difficulties 
than those which have failed to solve them in the past. 
Tue only door of escape appears to be through some 
form of foreign assistance, which must include foreign 
credits, based upon effectual financial reform under outside 
guidance. 


Berun, November 25, 1923.—The confusion in the 
political world here is indescribable. Not only are there 
five or six parties with widely divergent views, but in each 
party there are at least three sections who differ profoundly 
from one another. It appears more and more doubtful 
whether it will be possible to form a ministerial majority 
based upon votes of the Reichstag. The tendency which 
has prevailed in Italy and in Spain, and which has estab- 
lished something like a military dictatorship in those 
countries, will probably be followed here. So far, von 
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Seeckt appears to have acted wisely and to have carried 
out severe measures with moderation and tact. All evi- 
dence goes to show that in Saxony and in Thuringia 
cleaning up the Communists has been performed by 
the Reichswehr without unnecessary harshness, but yet 
efficiently. His decree of yesterday abolishing the extreme 
parties both on the Right and on the Left has a certain 
balance about it which reconciles moderate opinion. An 
eye-witness who has just returned from Dresden tells me 
that the Communists there, who were very strong, are 
completely cowed, and a somewhat similar story comes 
from Hamburg. 

Von Karporrr, who was spoken of yesterday as a possible 
Chancellor, but who has already failed in the mission of 
forming a Government, is quite an interesting character. 
A man of distinguished appearance and agreeable manners, 
he is a fine speaker and was a member of the Nationalist 
party until the Kapp pussch. Disapproving of that act of 
folly, he left the Nationalists and joined.the Volkspartei 
under Stresemann. Of late years he has not played a very 
important part in politics. 

ALBERT, another candidate for the Chancellorship, whose 
name was put forward on Friday, is a man of the intelligent 
Under-Secretary type, but without prestige or authority. 
The strongest personality who has lately come on the stage 
is Schacht. He has already been appointed Currency 
Commissioner and will later succeed Havenstein as Chair- 
man of the Reichsbank. He is either a Scandinavian or 
of Scandinavian origin, and has clear views about currency 
which distinguish him from most of his Teutonic banking 
colleagues. He was previously one of the leading men on 
the National and Darmstadter Bank. I have talked over 
the currency situation with him on several occasions, and 
find myself in fair agreement with certain of his views, 
notably as regards the purely provisional character of the 
Rentenmark Bank—its certain failure, and the necessity 


NOVEMBER—DECEMBER 1923 oR yk 


of getting back toa gold basis. I agree less with him in his 
opinion that there is a large amount of foreign currency 
in Germany which could be induced or forced to form 
the capital of a new Bank of Issue. I also differ from 
him in the view that it is urgently necessary to provide 
for the financing of Germany’s imports by seizing or 
utilising forcibly the credits of German Nationals in foreign 
countries. In the first place, I doubt whether this is 
practicable; in the second place, I incline to the belief 
that, once currency is put right, private enterprises will 
finance the necessary imports without direct Government 
intervention. Balance of trade is apt to disturb correct 
reasoning on currency. Again, regarding food supply, I 
believe that, if you put currency right, the refusal of the 
country districts to supply the towns will cease and the 
normal circulation and exchange of commodities between 
town and country will be resumed. Clearly if this view is 
correct, compulsory sale is both inexpedient and dangerous. 


Durine the middle of November the French demand to 
Great Britain and the other Allied Powers for the taking of 
fresh sanctions, territorial and military, against Germany on 
account of the Crown Prince’s return, led to a serious diplomatic 
crisis. “Ihe Ambassadors’ Conference in Paris met repeatedly 
for the purpose of endeavouring to reach an agreement in the 
matter, but vainly. Lord Crewe paid a hurried visit to London 
in order to confer with the Prime Minister and with Lord 
Curzon, returning finally to Paris with definite instructions. 
On November 19 the Ambassadors’ Conference met, under the 
Presidency of M. Jules Cambon, who reiterated, on behalf 
of M. Poincaré’s standpoint, that if France’s Allies would 
not join in the taking of sanctions the French Government 
reserved to itself the right to proceed with the independent 
application of such sanctions. At this point Lord Crewe 
caused a sensation at the Conference by announcing that he was 
instructed by his Government to state that, were France to 
proceed to such independent action, His Majesty’s Government 
would consider the withdrawal of himself from the Conference 
and that of the British representatives from all other Inter-Allied 
bodies, including the Inter-Allied Military Mission of Control 
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in Germany. ‘Thereupon the Italian Ambassador declared 
that his Government was in agreement with the British against 
further military and territorial sanctions, and the Belgian 
Ambassador informed M. Cambon that his instructions were 
to associate himself only with the unanimous decision of the 
Conference, so that, before acquiéscing in the French demand, 
he must first refer to Brussels for further instructions. 

M. Camson suspended the Conference in order to consult 
M. Poincaré, and, returning, informed Lord Crewe that 
France had not contemplated territorial sanctions extending 
beyond the limits of her present territorial occupation. 

THe result of the strong attitude assumed by Lord Curzon was 
marked. The French Government, with the desire not to 
break with the Entente, modified their aggressive intentions. 
The foregoing facts were kept secret for some time, but on 
November 23 a full summary of the report by the American 
Ambassador in Paris, Mr. Myron Herrick, to the Washington 
State Department on the dramatic events of the Ambassadors’ 
Conference Session of November 19 was published in the 
New York World. ‘The leakage to the press caused a great 
sensation in the United States, but various efforts instituted by 
the Washington State Department to trace the indiscretion to 
its source proved without avail. ‘s 


Breruin, November 25, 1923.—The negotiations last week 
in Paris, as revealed by a telegram from Washington, show 
that the threat of the English Government to leave the 
Conference of Ambassadors and withdraw the English 
member of the Commission of Control if France carried 
out independent sanctions has produced an immediate 
effect. It has brought Poincaré to reason, either tem- 
porarily or otherwise. Personally I have always held the 
view that Poincaré’s vaunted strength and obstinacy were 
based in large part upon the weakness of his opponents, 
and that once he met with a vigorous negative, backed 
up by an evident intention to act, he would probably 
modify his attitude. Thus, I always deplored that the 
Hughes proposal of December, and the English pro- 
posal in Paris of last January, were only made to be 
instantly dropped because Poincaré objected to them. 


NOVEMBER—DECEMBER 1923 279 


What has recently occurred goes a long way to show that 
a firmer attitude by America and by England on the two 
occasions mentioned would probably have avoided much 
that has been disastrous since. It was a contradiction in 
terms for us to say, We disapprove of the Ruhr occupation, 
thinking it both illegal and injurious to our reparation 
interests, but we wish France luck in the adventure. 
You cannot wish success to somebody who is acting against 
what you believe to be your interest and their own, without 
infringing the laws of reason and good sense. 


Beruin, November 26, 1923.—French military authorities 
in the Ruhr state quite frankly that France’s security is 
their first preoccupation, and that reparation comes a 
long way second. General Pétain is the leader of this 
school, and it would be well to recognise his opinion as 
likely to govern French action. ‘The story goes that Foch 
has always been against the occupation of the Ruhr, regard- 
ing it as a military mistake, and as compromising what he 
considers France’s only policy, namely, to carry her 
effective frontier up to the left bank of the Rhine. Against 
this view others hold that France’s real security would best 
be assured by both banks of the Rhine being formed into 
a buffer State. This is held to be politically preferable 
to extending the French frontier to the Rhine, as such 
extension would add a German population of six millions 
to France against their will, thus forming a dangerous 
irredentist block. A buffer State, on the other hand, would 
be an effective protection, more particularly if the control 
of the Rhine railways were to any degree in French hands. 


Berun, November 27, 1923.—The feeling in financial 
circles in the Rhineland has become very pessimistic. 
The view held by some of the leading men is that the 
Rhenish industrials have no alternative but to accept 
French control, and to join France in an anti-Anglo- 


CHAP. 
XV 


November 
1923 


280 AN AMBASSADOR OF PEACE 


CHAP. Saxon cartel. A Franco-German combination would be 

Novanber Of Chormous power. AQ leading iron-master said the other 

x923 day: ‘‘ England could have saved Germany and herself 

in 1920 and 1921, but she let the moment pass, and now 

nothing remains but for us to accept the only conditions 

under which Westphalian industries can live. The English 

won the war, but lost the peace. The two vanquished are 

Germany and England. France will become not only 

militarily supreme, but the economic arbiter of Europe.” 

All this appears to me exaggerated, but it may be worth 
recording. 


Berutn, November 28, 1923.—Of the last three Chancellors 
—Wirth, Cuno, and Stresemann—the cleverest politician 
is undoubtedly Stresemann. If he has a defect, it is 
that he believes everything can be arranged by a certain 
amount of lobbying and a rousing speech. He is so confi- 
dent in his own powers that he thinks nothing impossible. 
As regards the essential problem of Currency, none of the 
three Chancellors had much technical knowledge, nor would 
any of them devote their minds to the subject. They 
preferred to trust to those they considered experts, like 
Havenstein and Helfferich, and did not sufficiently realise 
that experts are dangerous guides and were exceptionally 
wrong on this occasion. Wirth and Cuno were perhaps 
more deliberately inexpert than Stresemann, but none of 
them really realised the fundamental importance of the 
question of stabilisation, nor did they understand that the 
course pursued must lead to the ruin of the middle class 
whose maintenance they were all interested in preserving. 


Bertin, December 1, 1923.—A long private talk with 
Stresemann last night on the general position. 

He has been succeeded in the Chancellorship by Marx, but 
remains Minister for Foreign Affairs. His view is that the 
situation of the new Government under Marx is very diffi- 
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cult : quite possibly the Reichstag will refuse to support 
it next week. Nothing would then remain but new 
elections. J asked Stresemann what the result would be. 
He replied : ‘‘ There will be one hundred Communists 
elected and twenty to thirty deputies of the extreme Right 
(Deutsch-Volkisch).”” I asked whether that was not a 
somewhat undesirable result. He replied: “‘ Yes, admit- 
tedly, but the result of the election would be that the other 
parties would get some internal unity and party discipline 
would be restored. At present no party really exists; 
each is divided into two or three sections, and the prin- 
cipal business in life of each section is to fight each 
other rather than the outside enemies. I admit that the 
new Reichstag will in many respects be dangerous, but 
the present Reichstag is impossible.” 

STRESEMANN did not criticise Ebert, but the current view 
is that Ebert made undue difficulties for Stresemann with 
a view to promoting the candidature of Albert, who is 
a protégé of his. Stresemann seems to consider Marx 
a very worthy man—of strong religious Catholic views, 
and an upright, learned judge. He says, however, that 
his interest in financial affairs is remote, his addiction being 
to things spiritual. 

Tue new Cabinet is a reincarnation of the Stresemann 
Ministry with one or two alterations, notably Marx. It 
will certainly be opposed by the Nationalists, and quite 
doubtfully and intermittenttly supported by the Socialists. 
So far as I can make out, Stresemann has no intention of 
making friends with the Nationalists, whom he regards 
as dangerous to the present régime, nor with the Socialists, 
whom he considers weak, hesitating, and too much under 
the influence of their tail. But without the support of 
either Socialists or Nationalists, no Government can hope 
to last. 

THERE is a story to-night that von Seeckt has appealed to 
the Nationalists to support the Government next week. 


CHAP. 
XV 


December 
1923 


CHAP. 
XV 


December 
1923 


282 AN AMBASSADOR OF PEACE 


Berun, December 19, 1923.—I met Stresemann at dinner 
at the American Embassy last night. He wanted to know 
who Sir Basil Zaharoff was. He had heard that Z. was a 
bitter opponent of Stinnes and was endeavouring to thwart 
him in all his undertakings. Z..was a very large share- 
holder in the Badische Anilin Gesellschaft and in a large 
number of other German companies. He would give me 
further details of the feud later. 

I rotp him what I knew about Z., saying he was the modern 
Monte Cristo, and was, or had been, fabulously rich. 
Everything he touched had turned to gold. 

THE story which Stresemann had heard, that he exercised 
great influence over Lloyd George, I thought mythical. 
During the war he had influence over Venizelos and 
undoubtedly enabled Greece to do many things which 
she could not have done without his assistance. 
STRESEMANN went on to say that he had received a fresh 
telegram from the German Chargé d’Affaires in Paris 
of a decidedly pessimistic nature regarding Poincaré’s 
unreadiness to negotiate on reasonable lines. 


Berutn, December 24, 1923.—I hear that the Minister for 
Foreign Affairs has been sounded through two different 
channels lately regarding his attitude towards a possible 
Italian-German alliance. From the Italian side he had been 
asked what would Germany’s attitude be if things became 
critical between Italy and Yugo-Slavia? He had replied 
that, before entering into any alliance, Germany must be 
in a proper position to make an alliance. At the present 
moment she was nothing of the kind. Besides which, so 
serious a matter as an alliance would have to be examined 
very carefully and could not be discussed without deep 
reflection and consideration. 

ALL the information received from Rome is to the effect 
that Mussolini has now become violently anti-French and 
holds the view that it is essential for Italy’s interests that 
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something should be done to stop the military domination 
of Europe by France. 

Tuere is considerable evidence to show that Mussolini is 
in touch with Nationalist circles and Nationalist organi- 
sations in Germany. 

Bern, December 25, 1923.—The most salient characteris- 
tic of the new situation is the astonishing appeasement and 
relief brought about by a touch of the magical wand of 
“Currency Stability.” Not even the most fanatical 
advocate of stabilisation—and this title I yield to no one 
—could have anticipated more remarkable results from 
its attainment than those which are now manifest. (See 
Appendix.) Food has become abundant in the great 
towns ; potatoes and cereals are brought to market in large 
quantities ; while butter, which was obtainable only in the 
better quarters, is now offered at stable, if at high prices. 
Animals crowd the abattoirs and queues have disappeared 
from before the shops of butchers and provision merchants. 
The economic détente has brought in its train political 
pacification—dictatorships and putsches are no longer 
discussed, and even the extreme parties have ceased, for 
the moment, from troubling. 

WirHovut undue confidence in the permanence of the 
effects above related, one may wonder why a measure which 
has brought about so beneficial a change was not devised 


1 Tue severity of the economic crisis in 1923 may be found in the fact that 
in that year consumption of beer fell to 33 per cent. below the normal figure 
—on an average two glasses were drunk instead of three. The consumption 
of meat fell in like measure; the only increase in animals slaughtered for 
food occurred in dogs—these were to some extent used to supply a deficiency 
of pork. The consumption of coffee, of sugar, and of tobacco was also 
sub-normal throughout the inflation period. Since stabilisation, the con- 
sumption of all the above-mentioned articles of human sustenance—except 
dogs—has increased from year to year. But it still remains notably below 
the 1913 level. (See Paper by Bresciani, read before the Royal Statistical 
Society, 1929.) 
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and adopted at a much earlier date. The explanation 
probably is that local experts and those responsible for 
the administration were alike sceptical of the existence of 
any specific remedy for the disease. Many of them 
doubted whether that could be termed a disease which 
brought such agreeable opportunity for speculation. 
Tue discovery came from the most unexpected quarter. 
The talisman was found neither in Judea nor in Attica, 
but in the farthest depths of Boeotia. 

Tue leaders of the agricultural party, in happy ignorance 
of the rival charms of deflation, devaluation, and a gold 
currency, had an instinctive understanding of the farmer’s 
heart—they knew what would appeal to it and induce him 
to part with his produce. Careless to inquire whether 
what they advocated was a permanent solution or a stop- 
gap—whether it was a swindle based on a fallacy or a 
scientific reform—they adopted what they judged would 
be immediately effective. 

Tue event has justified them. mm 

Tue tables of the money-changers have been overturned by 
Tony Lumpkin. 

Curistmas has been gladdened by temporary peace and 
relative plenty. 


BERLIN, December 25, 1923.—It is remarkable to note the 
change in the tone of Poincaré since the Labour Govern- 
ment has come into office in England. Is this because 
Paris considers that Labour will be less amenable than 
its predecessors? I have always held the view that 
Poincaré’s obstinacy and apparent strength was based on 
nothing so much as the weakness and hesitation of English 
policy. The communiqué issued on September 20, 1923, 
after Baldwin’s interview with Poincaré in Paris, had far- 
reaching results on public opinion, although the words 
of the draft were carefully chosen and appear on calm 
consideration to be absolutely innocuous ;_ but a false inter- 
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pretation was put onthem. ‘The result of this false inter- 
pretation was that we lost influence in determining Anglo- 
French policy and became subordinate to our Ally. It 
might be wise to apply to English Prime Ministers the 
rule governing the peregrinations of a Lord Chancellor 
and forbid their leaving England. , Benefit seldom accrues 
from these visits to the Continent. Apart from calls on 
the President of the Senate, as depicted in French comedy, 
there are graver dangers. 

As regards our share in the present position, it may be 
illogical to criticise the policy of England with respect to 
disarmament of Germany and the creation of the Petite 
Entente, without condemning Lloyd George for want of 
foresight. But at what precise moment ought he to have 
taken a different line? The loyal nature of the Eng- 
lish, their adherence to established friendships, their slow- 
ness in forming new views and perceiving changes in the 
continental kaleidoscope, rendered it difficult for L. G. to 
alter his course, and to tack as rapidly as required by the 
new direction of French policy. In France, the moment 
it was realised that England would not go the whole 
hog, independent arrangements were made. From the 
date of the failure of the Anglo-American Guarantee the 
French realised that continued co-operation with us was 
not an adequate insurance, and that they must pursue 
their own policy, i.e. create, as a menace to Germany and 
a check to any possibility of military revenge, a strong 
combination of the Petite Entente Powers of such a nature 
as to give France the military domination of Europe and 
push the disarmament and break-up of Germany much 
further than England desired. 

Ir would be interesting to know when the fact that this 
was the French policy first dawned upon L. G.; when did 
he first realise that it was essential for England to take 
a line of her own? Even supposing he realised it at 
an early date, would it have been possible for him to have 


CHAP. 
XV 


December 
1923 


CHAP, 
XV 


December 
1923 


286 AN AMBASSADOR OF PEACE 


taken a different course from that which he did take? 
Had he not first to allow the new conception of the position 
to dawn upon public opinion in England? Could he 
afford to be too much in advance of his public ? 

So far as my personal knowledge of the circumstances goes, 
I should say that Lloyd George perceived the true position 
quite early. 


Berun, December 25, 1923.—Stresemann was almost 
pathetic yesterday about the geographical limitations as to 
places where he could go for recreation and repose. He 
said, “‘ I cannot go to Bavaria, because I should have to be 
protected against the Hitlerites and monarchists. I 
cannot go to Dresden or Thuringia, because there I should 
have to be protected against the Communists. I cannot 
go to any place near Berlin, because I should be pestered 
by Berlin bankers all the time, who would come under 
different pretexts but with only one real object, namely, to 
ascertain what my views were regarding the Rentenmark 
keeping its price. So we have decided to go to Lugano. 
There it is so cold at this time of the year that it will be 
peaceful, and I shall have ten days’ real rest.” 

Except for being tired, I found him in good spirits. 

He altogether repudiates the idea that the projected 
negotiations with Poincaré in Paris can be in any way 
detrimental to England or Italy. The Italians apparently 
are rather suspicious of them, but if the present programme 
is adhered to, I see no danger for England. 

STRESEMANN quite realises that if he gives way about the 
prolongation of the M.I.C.U.M. Agreement beyond April 
he will be delivering himself into the enemy’s hands. | 
NoTHING is more curious about Stresemann than his con- 


1 M.1.C.U.M.=Mission interalliée de Contrdle des Usines et des Mines. 
An agreement between M.I.C.U.M. and the German Government was 
signed on Nov. 23, 1923, regarding payments by the mines of certain coal 
taxes and sums towards reparations. 
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stant suspicion that you have abused him behind his back. 
In my case nothing could be further from the truth. But 
yesterday he told me that Spengler, a strong Nationalist, 
and the author of a somewhat remarkable book called 
The Downfall of Western Europe, in a lecture at Hamburg 
had declared that I was leaving Berlin because I found 
Stresemann always initiating secret negotiations with 
Paris. I told him that there was not a word of truth 
in my having said anything of the kind, nor even in 
my having begun to think it. In the first place, I regard 
conciliation between Paris and Berlin as an indispensable 
antecedent to European pacification. Moreover, personal 
relations with him were a pleasure, and I was animated by 
nothing but feelings of cordiality and admiration. There 
are always two classes of people on hand—some to invent 
most improbable stories of this kind, and others to believe 
them. . 

I nave often considered the question whether German 
statesmen and leaders are truthful and reliable, or the 
opposite. Looking back over the last three and a half 
years, I certainly come to the conclusion that what they can 
be brought to affirm positively is true and that what they 
promise they hold to. But it is difficult to get them to 
make a positive affirmation or take a definite engagement. 
In this, they are very like the Jews. Unlike them, however, 
they are obstinate and slow in negotiation—they are 
particularly slow in seeing how best to put their own case 
or to take advantage of an opportunity. As regards 
reliability, I can cite, as evidence thereof, Stresemann, 
Dr. Simons, Wirth, Rathenau, Cuno, Rosenberg, Maltzan, 
and Schubert. All were men of their given word. Even 
with the two who were generally supposed to be the most 
uncertain—Rathenau and Maltzan—I never discovered 
any deliberate violation of an undertaking. 

THE point has considerable importance in deciding future 
relations between England and Germany. If England can 
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rely on Germany’s straightforwardness in the East—in 
Russia, Afghanistan, Egypt, and Turkey—her co-operation 
may be of considerable assistance. Advice will be asked 
by the Orient of German representatives, and words 
coming from them will carry additional weight as coming 
from an ex-enemy. If, therefore, we can trust them to say 
the right thing, their influence may be as considerable an 
asset to us as our support is tothem. If they are not to be 
trusted they can do great damage. My strong view is 
that the best policy is to trust them, for to some extent you 
make the virile Teuton what you assume him to be. The 
Semitic element here is alleged to have a pronounced 
anti-British Empire bias. 

A FUNDAMENTAL fact in considering English policy on the 
Continent to-day is to remember that the whole situation 
has been absolutely and completely modified since 1914. 
The balance of military power is totally different—the 
constitution and constellation of States has altered more in 
the last ten years than in the previous twohundred. Russia 
and Austria have practically disappeared, and a new factor 
has grown up in the shape of the Petite Entente, which may 
have a decisive influence upon the future of European 
history. The French have laid themselves out to secure 
the Petite Entente as vassals or tied partners, and they 
have gone a long way to achieve success. It would be 
easy to criticise English policy as having been negligent 
in this matter, but I do not see that we could do much to 
counteract French influence. As a matter of practical 
politics, the Entente has been suspended these two years at 
least. The French ceased to make it their sheet-anchor 
soon after 1918, and we have awakened to the fact reluct- 
antly and regretfully—some years too late. Can it be 
revived ? Possibly, but only on a basis of security for all 
and a genuinely joint policy, not on the basis of London 
giving an unconvinced and unwilling assent to whatever 
Paris proposes and presses. 


Photo Binder, Berlin, 
DR. STRESEMANN 


Chancellor of the Reich in 1923 and Foreign Minister in the Marx and 
successive Cabinets. 
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REFERRING to the Petite Entente—it was not possible to 
secure that English officers should reorganise either the 
Polish or the Rumanian or the Yugo-Slavian or the Czecho- 
Slovakian Army, and French Military Missions for the 
purpose of military organisation gave, and give, to French 
diplomatic representatives an overpowering position. 
Also, apart from military glamour, which necessarily 
appeals to non-maritime States far more than does naval 
supremacy, Paris has always possessed for Rumania, for 
Serbia, and for Poland a special fascination and prestige. 
In the case of Rumania, the affinity of Latin blood explains 
it. In the case of Poland, the close relationship in the 
eighteenth century of the reigning families, the fact that 
half the richer Polish nobles live in Paris and the other half 
come there whenever they get an opportunity, besides being 
united by marriage to the oldest families of France, makes 
it almost impossible for English influence to prevail. 
Further, the fact that Paris in the past has been the main 
centre from which the finances of these Central European 
and South-Eastern European countries have been 
replenished, creates a tie of unquestionable strength. 
Personally, I do not see that we can compete in this 
quarter with any real chance of success—certainly not 
without heavy expenditure or undue risk in the form of 
loans, and this I should be the last to advise. During 
the war Paris lost heavily through her pre-war invest- 
ments in Central Europe, and may possibly do so again. 
London, with its instinctive trans-oceanic bias, has done 
well in keeping clear of these countries in the past, and 
in the future we should adhere to our policy of extra- 
European investment. 

As to our prestige, that has proceeded from three great 
sources—our commerce, our finance, and our navy, 
particularly the navy. In my view, we should be wise to 
concentrate diplomatic attention upon those countries 
which have an extended sea-coast and a prosperous mari- 
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time commerce. ‘There we are fairly sure to enjoy 
authority and sympathy for many years to come. With 
inland countries the greatest effort will probably lead to 
small result. We should not penetrate too far into 
Europe ; all we want there is peace, extended commer- 
cial relations, and no military hegemony. 

Ir, in addition to preserving intact our position and 
influence in the maritime commercial countries, we reserve 
our financial resources for the development of our Colonial 
Empire, we shall find in this policy a security and 
strength greater than in the expensive and embroiling 
Central-European connection. 


Bern, December 31, 1923.—Thus ends a year of crisis. 
The dangers from without and within have been such as to 
threaten the whole future of Germany. A mere recital of 
the trials will give an indication of how grave the peril, 
how severe the storm. Though I have lived through the 
period and have taken an active part in some of the events, 
I have not always at the moment realised the fatefulness of 
the position. Looking back, one sees more clearly how 
near to the precipice this country has been. 

In the twelve months from January till now, Germany has 
lived through the following dangers : 

Tue Ruhr Invasion. 

Ture Communist Rising in Saxony and Thuringia. 

Tue Hitler Putsch in Bavaria. 

Aw unprecedented financial crisis. 

Tue Separatist Movement in the Rhineland. 

Any one of these, if not overcome, would have brought 
about fundamental change, either in internal conditions or 
external relations. If successful, each and any would have 
wrecked all hope of general pacification. Political leaders 
in Germany are not accustomed to receive much public 
laudation ; those who have seen the country through these 
perils deserve more credit than is likely to be their portion. 


APPENDIX 


GERMAN CURRENCY: ITS COLLAPSE AND 
RECOVERY, 1920-61 


The Presidential Address of THE RIGHT Hon. Viscount D’ ABERNON, 
G.C.B.. G.C.M.G. Delivered to the Royal Statistical Society, 
November 16, 1926 


INTRODUCTORY 
if HAVE thought that the best contribution I could make to the 


records of the Society would be an endeavour to set forth the 

principal features of the recent history of German currency, both 
as to its collapse and recovery during the years 1920-6, supplementing 
my statement with certain relevant tables of statistics. 
Ir is, of course, impossible within the limits of a Presidential Address 
to do more than survey the main events of the period. A complete 
history will, I trust, be written, as it would supply future generations 
of financially distressed peoples with lessons of valuable experience. 
‘The absence of reasoned accounts of past currency crises is probably 
one of the main reasons why the world to-day is so ignorant of the 
subject. Had a full, accurate, and impartial narrative existed of 
the currency adventures in France between 1790 and 1800, it is 
not impossible that both Germany and France would have avoided 
many of the mistakes that have caused them recent trouble. 
A STRIKING proof that an impartial account of what occurred in 
Germany may be of use is to be seen in the fact that, although the 
German crisis is only three years old, similar errors of currency policy 
are to-day being committed in other countries. 


IL—DECLINE OF THE MARK, 1920-3 


Tue phase of financial bankruptcy which Germany lived through 
in 1920—3 had two features of special interest. 

2. In the first place, the crisis was unprecedented in severity among 
modern industrial States; in the second, the development of the 
crisis was true to standard type. Result followed cause in the 
financial world, in accordance with what should have been theoretical 
expectation. Nothing occurred which could not be explained by 
known law, or which could not have been anticipated from a know- 


1 Mr. H. C. F. Fintayson, Financial Secretary to the British Embassy, 
Berlin, has given invaluable assistance in the preparation of this paper. 
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ledge of what had previously occurred elsewhere. “The case was, 
however, at once normal and abnormal ;_ normal in its truth to type, 
abnormal in its violence and magnitude. 

3. It may, therefore, be said to belong to those examples which are 
at once suitable for a text-book, and to those tales of wonder and 
adventure which owe their interest to the extravagance of the facts 
recounted. 

4. Tue development of events will be made more clear if the essen- 
tial fact is grasped that the period from 1920 to 1926, with which 
I propose to deal, is divided into two clearly distinguished periods. 
The years of decline were 1920-3, the years of recovery 1923-6. 
The climax was reached in the autumn of 1923, when German 
exchange had fallen to one-billionth (ie. a million-millionth) of its 
original value, and the old German mark was no longer accepted 
in payment by the population, when grave political trouble and rapid 
process of dismemberment threatened the Reich. “The progress 
of recovery since that date has been remarkable ; to-day currency is 
firmly established—the budget is in equilibrium. While the financial 
world is not yet prosperous, it is working on normal lines towards 
prosperity. 


Causes OF THE Marx Disaster 


5. Tue real causes of the catastrophic fall in the German mark are 
easy to find. ‘The disaster proceeded essentially from two prime 
sources : 
(a) INADEQUATE appreciation of the danger involved in an 
ill-regulated issue of bank-notes. 
(2) Demanps for reparation payments, involving forced public 
expenditure without regard to the effect of these payments on 
State finance.! 


(a) Excessive and Unregulated Note-issues 


6. Recovery commenced directly unrestrained issues stopped. 
But until the death of Dr. Havenstein and the appointment of Dr. 
Schacht in his place as President of the Reichsbank, accompanied 
by the nomination of Dr. Luther as Minister of Finance, there was 
no effective financial check, nor the indication among responsible 
officials of any correct diagnosis of the position or of any will-power 
capable of dealing with the crisis. Dr. Havenstein, then President 
of the Reichsbank, speaking before the Reichsrat on August 7, 1923 


1 Ir might appear more logical to invert the above order, on the supposition 
that reparation demands made inflation inevitable. But this would be 
historically false ; inflation was resorted to in Germany during the war years. 
Reparation demands were an aggravating, not an initial, cause. 
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(the £ then stood at 15 millions of paper marks), said: ‘The 
Reichsbank to-day issues 20 thousand milliards of new money daily. 
‘The note-issue at present amounts to 63 thousand milliards: in a 
few days, therefore, we shall be able to issue in one day two-thirds 
of the total circulation.” ‘This declaration elicited no protest and 
excited no public disapproval. 

7. THE principal feature of Germany in 1923 (the climax year of 
inflation) was that industry enjoyed the illusion of fortune, while 
living in a State whose finance and currency were completely dis- 
organised. ‘The ledgers of German industry showed enormous 
paper-mark profits, but in the end it was realised that the paper it had 
gained was worthless ; at the same time an analogous process was 
followed regarding reparations. Immediate payments or immediate 
profit were demanded in money ; the basis which could alone ensure 
a permanent flow of monetary payments or profit, ie, a stability 
in the purchasing power of the money, was never given the importance 
it deserved. It is true that the Reparation Commission made constant 
efforts to induce the German Government to institute a radical 
reform of taxation and currency, but they were never prepared to 
give the German Government a long enough breathing space to 
enable them to carry through such a programme. In this connection 
two elements must be taken into account : 


(1) ‘He current views held on currency. 


(2) Tue credit policy of the Reichsbank. 


(1) Current Views on Currency. 


8. Bupcrrary deficits and currency instability are to some extent 
cause and effect ; the greater the gap in the budget, the greater is 
the necessity of finding means to fill the gap. In Germany of 1923, 
the zormal resources of taxation being found insufficient, one adminis- 
tration after another was compelled to resort to eta (or, indeed, 
illegitimate) resources, i.e. each attempted to meet current necessities 
by the printing-press. 

9. Ir should be mentioned in this connection that the extravagance 
of Havenstein’s statement above quoted was realised neither by the 
Government nor by the majority of German financial and industrial 
leaders. Havenstein’s views on currency were shared even by 
responsible Ministers of the highest reputation and ability. In 
accordance with the principles of this school of economic thought, 
the amount of internal currency in circulation had little influence 
on its external value. ‘The latter was determined, so they contended, 
mainly by the passivity or activity of the trade balance. 

10. Unper such theoretical advice, what were the German Govern- 
ment to do? ‘They acted on the principle that, as there was an 
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admitted monetary scarcity, the natural, if not the only, way to cure 
it was to increase the circulation. The results were remarkable, 
as the following table shows : 


Table of Reichsbank Notes issued and Equivalent Sterling V alues 


ae plea 
Date. oe in Rate of exchange of day. value o 

circulation. 

(Milliards of paper marks.) (Marks for f.) (£ millions.) 
Dec. 31, 1919 35°7 184°8 | 193°2 

Dec. 31, 1920 68-8 258°0| 255° 
Deerar,. 1021 113°6 F7IONe PAG 
Dec. 31, 1922 1,280°1 34,000°0 |  3.4°4 
Jan. 31, 1923 1,984°5 227,500:0 8-7 
Feb. 28,1923. 3,512°8 106,750°0 | 33° 
March 29, 1923 . LIN yo) 98,500:0 | 560 
May 31,1923. 8,563°7 320,000:0| 26:8 
June 30, 1923 17,291°1 710,000°0 | 2493 
July 7, 1923 20,341°8 800,000°0 | = 25+4. 
July 14, 1923 25,491°7 g00,000°0| 28-3 
July 23, 1923 31,824:°8 1,600,000:0 | = 20°0 
July 31, 1923 43,594°7 § ,0E00,000-0 8:7 
Aug. 7, 1923 62,326°7 15,000,000-0 471 
Aug. 15, 1923 116,402°5 12,400,000°0 8-9 
Aug. 23, 1923 273,905°4 23,000,000-0 II°9 
Sept. 15, 1923 3,183,681-2 410,000,000°0 7°83 
Oct. 15, 1923 123,349,786°7 18,500,000,000°0 6:8 
Noy. 15, 1923 92,844,720,743°0 | I1,000,000,000,0000 8-4. 
Nov. 20, 1923 180,000,000,000:0 | 18,000,000,000,000:0] 10:0 
(approx.) 


11. IT would be difficult to find a better example of the inexpediency 
of the dog trying to chase its tail. Copernicus, writing to King 
Sigismund of Poland in 1526, said: ‘‘ Money loses in value when it 
has become too much multiplied.” The German Government, in 
multiplying its amount, diminished the value of the currency—not 
only of each unit, but of the aggregate total circulation—and it was 
realised only later that the sole way of increasing the total value of 
the circulating medium was to raise the value of the units by strict 
limitation of output, and by subjecting the issues to clearly specified 
conditions. 

12. THE pre-war average circulation in Germany was approxi- 
mately equal to £300 millions, whereas from August 1923 until the 
period of stabilisation, the whole Reichsbank and authorised Govern- 
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ment issues could have been bought up, on a basis of gold, at a figure 
in the neighbourhood of £10 millions. “The more notes the Reichs- 
bank issued, the less the aggregate exchange value of the notes in 
circulation became. Quality, or value in the world market, decreased 
more rapidly than quantity could be increased ; and this, although 
every effort was made to stimulate note output.1. The question, 
then, arises : how did Germany carry on business under such extra- 
ordinary conditions? “The answer is twofold : 

(2) Tue velocity of circulation of the currency increased 

enormously. 

(>) ‘THe currency gap was filled by emergency tokens (Notge/d) 

issued by various public administrations and by private persons, 

and to a certain extent by foreign bank-notes.* 


13. Vexocity of the circulation of the notes played an important 
part. True, Germany’s population had diminished by some 10 
millions ; territories had been taken away, while business had 
contracted. On the other hand, payment by cheque had ceased to 
exist, and there was the “‘ flight from the mark.” Notes were held 
no longer than could be helped ; they were turned into goods, or 
exchanged against foreign currencies (Devisen). 

14. By a law of July 17, 1922, amended on October 26, 1923, 
permission to issue emergency tokens was granted by the Minister 
of Finance, if a real emergency was recognised to exist, e.g. if the 


1 Ir is of interest to observe that there has been a similar development in 
France, as the following figures indicate : 


Notes in circulation, average rates of exchange. 

(Millards of (Milliards of 

paper francs.) gold francs.) 
Average, 1923 ; : ' 37,152°1 11,6794. 
» —-:1924 Shs ony a 39,954'8 10,819'0 
» —- 1925 et, eh) 44,2963 10,8942 
January 1926. ; : ; 50,617°9 9,885°7 
February 1926 : : ‘ 50,991'1 9,698°5 
March 1926 . ; : ; 51,491°8 9,551°7 
April 1926. : : : 52,208-2 9,140°7 
May 1926 ly : : : 52,735°0 8,606+4 
June19g26—. ; , 4 53,073°2 8,083+1 
July 1926 ; d : 56,021°7 7,282'8 


2 Ir should, of course, be observed that the currency gap was filled to a 
certain extent by foreign bank-notes. These, however, were not German 
issues. ‘Their amount cannot be estimated with accuracy. 
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Reichsbank was unable to satisfy the demands of industry for the 
payment of wages. As a condition of such issues it was stipulated 
that an asset had to be deposited in the Reichskreditgesellschaft (a 
semi-official Reich’s banking institution) in favour of the Minister of 
Finance ; if and when the tokens were called 1 in, this deposit was 
released. But over and above these authorised issues, the whole 
country was inundated with unauthorised Notgel/d, without any 
pretence to cover at all, whose amount, in January 1924, was esti- 
mated at 159°6 millions of gold marks. 


(2) The Credit Policy of the Reichsbank. 


15. Wirn the views generally held in Germany regarding currency 
theory, it is not surprising that inflation went on apace. ‘The evil 
was, moreover, aggravated by the remarkable credit policy of the 
central bank of issue. 

16. Accorp1nG to the terms of the Bank Law of 1875, the Reichs- 
bank note-issue was covered up to one-third by gold, and for the 
other two-thirds by discounted bills of not more than three months’ 
date guaranteed by at least two persons of known solvency. Now, 
it should be observed that Treasury bills did not fall under this 
category and could not then be used as backing for the note-issue. 
At the outbreak of war, regard being had to the abnormal currency 


1 In January 1924 the following emergency instruments of payment 
(authorised and unauthorised Notgeld) were in circulation : 
Millions of gold marks- 
(1) Instruments expressed in paper marks : 
(a) Notgeld issued by the railways and secured by a deposit 


of go millions of Rentenmarks at the Reichsbank . 56:0 
(b) Notgeld issued against deposit of security : : I*4 
(c) Notgeld issued without cover : 
(i) Occupied territory . : . : ° + JE3Z:0 
(ii) Unoccupied territory. : ° : ; - (276 
ewe, 159°6 
217°0 


(2) Instruments expressed in gold or having fixed value : 


(a) Notgeld secured by 6 per cent. Treasury bonds : 110-0 

(6) Notgeld issued by railways and secured ey 6 per cent. 
Treasury bonds . : 1319 
241°9 


Cr. Annex VII of the “ Report of the First Committee of Experts (Dawes 
Committee).”” Cmd. 2105. 
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needs, an Act was passed whereby T'reasury bills were put on the 
same footing as trade bills of exchange. Henceforward the Reichs- 
bank was enabled to hold them against note-issues—the first stage 
of inflation (the ‘“ Helfferich” stage) had begun. But it was 
nothing in comparison with the “‘ Havenstein” stage, as the following 
table will show : 


Trade and Treasury Bills. Table showing the Bills Portfolio of the 
Reichsbank , 


Gold Trade bills of Discounted Notes 

reserve. exchange. Treasury bills. in circulation. 

‘of gold cage by paver (tiiieeds Big paper eae ca 
Dec. 31, 1913 | 1,170 1°5 0°3 2°6 
July 31, 1914) 1,253 21 0%3 2°9 
Dec. 30, 1916 | 2,520 0-7 8-9 8-1 
Dec. 31, 1918 | 2,262 0%3 27°2 35°7 
Dec. 31, 1920| 1,092 3°0 57°6 68-8 
Dec. 31, 1921] 995 I*I 132°2 113°6 
Dec. 31, 1922 | 1,005 422°2 1,184°5 1,280°1 
April 15, 1923 | 1,005 2,587°0 5,441°0 5,838-0 
June 30, 1923|" 717 6,914:0 18,3380 17,291°0 
Sept.15,1923| 490 703,029'0 3,808,4.33°0 3,183,681-0 
Oct. 15,1923) 444 29,541,600°0| — 167,779,600°0|  123,349,786°7 
Nov. 15, 1923| 467 | 39,529,577,000°0 | 189,801 ,468,000°0 |92,844,720,743°0 


17. No effective measures were taken by the Reichsbank to put 
an end to such excessive credit issues. As an illustration of the state 
of men’s minds at the time, it would not be out of place to refer to 
the decision taken by the Central Committee of the bank on August 2, 
1922. Havenstein stated that it was not the duty of a central bank 
of issue to make the rate of interest, but to follow the market rate. 
He consequently proposed to raise the bank-rate from 18 per cent. 
to 30 percent. Now, it is regrettable that Havenstein did not draw 
the proper conclusion from his premise, for the current market rates 
being 3-4 per cent. per week, the bank-rate should have been raised 
to nearer 200 percent. But the interesting point is, that the members 
of the Committee did not support the President’s motion, ot because 
the rate proposed was ot high enough, but because they were opposed 
to any increase in the bank-rate at all. It may safely be asserted that 
throughout 1921, 1922, and the first half of 1923 a majority of the 
banking world were either in favour of increased note-issues or 
regarded such issues as inevitable. “They were frankly hostile to 
any departure from the Havenstein policy. It is interesting to note 
that the capitalist class, which finally lost all its invested savings 
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through inflation, was at no time hostile to the steps which led to 
this loss. Temporary gain, or the illusion of it, obscured the inevit- 
able final disaster. 


(4) Reparation Payments and Enforced Expenditure 


18. WE now pass to the second great cause of the mark disaster, 
viz. enforced State expenditure. On the budget side the main 
troubles were : 

(2) From 1920 onwards Germany was called upon to make repara- 
tion payments, without regard being had to the question whether such 
payments could be obtained either from existing or possible tax 
revenues or from loan operations of the State, which would divert to 
its uses the real, not fictitious, savings of the people. 

(4) Durtne 1923, the year of supreme disaster, Germany, through 
political circumstances not within her own control, made public 
expenditure on a Colossal scale in the Ruhr. 

19. Deatine first with the early years, the initial inactivity of the 
Reparation Commission between January 10, 1920, and April 30, 
1921, was reflected in the relative calm of the mark exchange during 
that period. It is, of course, true that the general tendency of the 
exchange market was weak, but it was not disastrously so. Indeed, 
we can say that the year 1920 and the first quarter of 1921 were 
periods of comparative “ stability,” as the following average monthly 


rates will show : “s 
1920 Marks to £. 1920 Marks to £. 

January . : oe 233 October. : eh 
February . 4 oe arse November . , a (4268 
March . ‘ = sg0§ December . . oe 
April. : «.» 235 

May : : so) ZO 1921 

June : : sora ow January. 3 Tieeae 
July : : <9) 182 February . - ay Lee 
August . : be SAE March ‘ : fo ee 
September : 7 9203 April . : : <a 


20. ARTICLE 233 of the Treaty of Versailles provided that the findings 
of the Reparation Commission in regard to the amount of damages 
inflicted by Germany in the war had to be concluded and notified 
to the German Government on or before May 1, 1921. The 
Reparation Commission fixed the sum at 132 thousand millions of 
gold marks (£6,600 millions). An Inter-Allied conference met in 
London in May 1921, and determined the schedule of payments that 
the German Government had to meet. An important provision 
of the so-called “‘ London Ultimatum” laid down that Germany 
must pay a sum in cash of 1 thousand millions of gold marks (£50 
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millions) before the end of August 1921. ‘That payment was 
duly met, but the German Government had to borrow about two- 
thirds from the firm of Mendelsohn and Company, repayable before 
the end of the year. This operation is likewise reflected in the 
exchange rates. The monthly averages of the second half of 1921 
were : 


Marks to £. Marks to f. 
May ? : ee 7, September . j wink 6300 
June ‘ ‘ 2h 268 October. ; meaty 
July ; : as November . : mivo4t 
August . : gO December . : sav Od. 


21. ‘THE year 1922 was fated to lead to disaster. “The Committee 
of Guarantees, set up under the authority of the London Conference, 
instituted a system of ten-day cash payments, each of 21 millions 
of gold marks (£1,550,000). This system was continued under 
the decisions of the Cannes Conference (January 1922) until it 
became impossible to find the money. By the middle of May the 
German Government had asked for a moratorium. After a deal of 
fruitless discussion, it was finally decided, in August 1922, that 
Germany should make out four Reich’s Treasury bills to the order 
of the Belgian Government, which were afterwards paid out of the 
gold reserves of the Reichsbank. ‘The average monthly rates of 
exchange for 1922 were : 


Marks to £. Marks to f. 
January ‘ : SII July : ; sy. 25200 
February. : 907 August . ; eee NOTE 
March . ; nig sde2aG September : mtg 5O2 
April. ‘ re LOS October . ; ey ei 
May . : DSB 204: November : «32,046 
fine... 3 : 1,410 December : . 34,858 


22. Ir should be observed that throughout these early reparation 
years the Reparation Commission did constantly draw the attention 
of the German Government to the necessity of covering their 
budgetary deficits, but the German Government were either unwilling 
or unable to give effect to reforms on the necessary scale. “The 
Reparation Commission obviously could not accept inflation as a 
reason for renouncing reparations, but, on the other hand, the Allied 
Governments were not prepared to give a sufficiently large induce- 
ment to the German Government to renounce their policy. It 
needed a complete collapse, such as took place later, to bring both 
parties to a realisation of the economic necessity of postponing 
reparations to an effective stabilisation of the currency. “The fact 
that reparations were being paid, not out of tax surpluses but by 
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unrestrained printing of notes—a process inevitably destructive of 
the financial capacity of the debtor—was therefore partially respon- 
sible for the mark disaster, but a larger responsibility must undoubtedly 
be attributed to the weakness of the Reich’s financial system and its 
tolerance of the wild currency policy of the Reichsbank. 

23. Durtnc 1923 the Ruhr territory was occupied by Franco- 
Belgian troops; a foreign administration seized the Customs and 
levied other imposts. Not only was a valuable economic area 
separated administratively from Germany, but important revenues 
were destroyed or diverted to foreign treasuries—destruction occurring 
to a larger extent than diversion. At the same time the Reich, to 
support passive resistance, elected to make colossal payments 1n 
aid of its citizens in the Ruhr, with disastrous effect on the budget 
and the mark exchange. The average monthly rates for 1923 
were : 


Marks to £. 
January ; : : ; ; 83,190 
February . : : : 4 130,750 
March . : : é : 99,526 
April . : : ; : : 113,584 
May . é : : : : 219,821 
June . : ; : : : 507,567 
July . : : : ; ‘ 1,594,760 
August : 3 : : : . 21,040,000 
September . : : : : “449,375,000 
October. : : ; ; 112,503,000,000 
November . : : : -  9,604,000,000,000 
December . 5 j ‘ . 18,349,000,000,000 


24. Ir would be futile to set out budgetary statements for the two 
fiscal years 1922—3 and 1923-4, as the figures were hopelessly out of 
date, by reason of the ever-rising prices, even on the publication of 
the official estimates. “Throughout the inflation period no real 
budgeting was done ; the Government lived on borrowing, open 
credits being available at the Reichsbank against Treasury bills. 
It was an era of unrestricted and unlimited floating debt. 

25. By midsummer, 1923, things had come to a desperate pass. 
Dr. Hermes was then Minister of Finance, and on July 7 he set 
forth the following position of the Reich’s finances before the Reich- 
stag: On July 7 the external value of the mark had depreciated 
roughly to a twenty-fifth of its value of January 1; from April 1 
to the middle of June tax receipts totalled 2,447,000 millions of paper 
marks, but outgoings had required 10,330,000 millions of paper 
marks, i.e. 24 per cent. of the liabilities had been covered by taxation 
while 76 per cent. had been borrowed ; the floating debt, which stood 
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at the end of November 1922 at 839 milliards of paper marks, had 
risen by April 1, 1923, to 8,000 milliards of paper marks, and by 
the end of June to 10,275 milliards of paper marks. 

26. THe financial position was roughly this : 


1923. Payments. Peereniaee red by 
Milliards of ks, 
March , y F 3 ae 3,800,000 or 21 
April : : 7 : 25339,079 22 
May \ % : 7 3,181,357 43 
June . : : : 12,407,919 5°3 
(De ane Alacer ater 35,575,483 3°4 


“Floating Debt (discounted Treasury Bills) 


(Milliards of 
paper marks.) 


January 11, 1923 (date of Ruhr invasion) . 1,600°0 
August 31,1923. : “ : 2» 15190;295°0 


I1.— THE CLIMAX OF THE CRISIS, AUGUST 1923 


27. On August 8 Dr. Hermes published his new tax proposals, 
the purpose of which was “a frontal attack on the floating debt.” 
He hoped that, by a three-sided offensive, he would be able to drain 
off the greater part of this enormous mass of paper marks into the 
exchequer. His scheme was : 


(a) INCREASED taxation of income of private persons and 
companies. 

(6) A “ Rurne-Ruur sacrifice,’ 
(c) THE issue of a gold loan. 


” a sort of super income tax. 


28. Ir is worthy of notice that the sequence of events and the 
development of tax reforms follow a similar course in all countries. 
In many cases an attack on the floating debt takes precedence of a 
restriction of currency and a rigid curtailment of note-issues. “This 
is rarely effective. A Finance Minister who is constantly embar- 
rassed by the threat of a floating debt tends to think it is the supreme 
cause of his difficulties. Asa matter of fact, it is the result of another, 
but seldom recognised, cause, viz. the ever-widening gap between 
the income and the outgoings of the State, resulting from the con- 
tinuous rise of prices, caused by constantly increasing issues of bank- 
notes. 

29. Brrore the Hermes’ schemes could be carried out by their 
author, however, the Cuno Government fell and Dr. Stresemann 
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became Chancellor, Dr. Hermes being replaced at the Treasury by 
Dr. Hilferding. In his ministerial declaration of August 24, 
Dr. Hilferding admitted that the public finances had completely 
broken down. He could suggest no other method of dealing with 
the situation than that proposed by his predecessor. “The foregoing 
measures, therefore, became law. 

30. Tue results were disappointing, as can be seen from the following 
table : 


1923 
[Billions of paper marks] 


September. October. 
(1) Receipts : 
(1) General taxation . : . ; : 1,309°3 87,477°9 
(z) Goldloan . 1,077°8 513250 


(3) Discounted Treasury bills (floating debt) . 44,427°4 | 6,782,070-:0 
46,814°5 | 6,920,868-9 
(2) Payments : 


(1) General administration . ; ° « | 33,2558. | 45356.405-2 
(2) Peace Treaty charges . : 5 988-7 159,921°4 
(3) Deficits on posts and railways. : . | “¥2,570°0 | 2,404,482°3 


46,814°5 | 6,920,868-9 


31. Now it will be observed from the foregoing statement that-— 
(2) Tue yield from pure taxation (i.e. exclusive of the gold loan) 
in September 1923, represented 2-7 per cent. of the total payments, 
the corresponding figure for October 1923 being 1:2 per cent. 

(b) Tue deficits were met almost entirely by ‘the process of note- 
printing (i.e. as a result of discounting Treasury bills at the Reichs- 
bank). 

32. THE general financial development can best be seen in the 
table on the next page. 

33. From the foregoing it is obvious, even to the most casual 
observer, that no effective results could emerge unless and until 
some form of stable currency was set up. “There was no hope while 
the printing-press was daily discharging its mass of paper. To 
appreciate the extent of the catastrophe let us again look at the 
outstanding figures : 

34. Stage 1. ‘Fanuary 11 to April 18, 1923.—During this period 
the Reichsbank issues increased threefold (roughly from 2,000 to 
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Receipts and Payments of the German Government up to the middle of 


November 1923 - 


; Receipts in 

1923. Payments. Sane Bisel as teeing 

payments. 

(Millions of paper (Millions of paper 

marks.) coals. Per cent. 
Jan., first ten days 162,480 46,375 | 285 
Feb. _,, 484,544" 150,509 | 31.0 
Mar. r 848,311 31,289 bee) 
April, : 777,930 175,000 | 22:5 
April, second ten days . 885,328 145,080 | 16:5 
April, third ten days 675,821 178,033 | 26:3 
May, first ten days 705,782 600,348 | 85:0 
May, second ten days 835,498 570,763 | 61:0 
May, third ten days 1,640,077 283,558 | 17:2 
June, first ten days 1,795,432 226,578 | 12:6 
June, second ten days 2,794,942 280,653 | 100 
June, third ten days 7,817,545 155,885 2°0 
July, first ten days 5,376,483 259,508 41 
July, second ten days 12,399,000 509,400 4rl 
July, third ten days 17,800,000 460,100 2°6 
Aug., first ten days 61,191,000 1,791,000 2°9 
Aug., second ten days 247,970,000 4,340,000 1°8 
Aug., third ten days 866,741,000 6,355,000 o-7 
Sept., first ten days 1,302,812,000 49,905,000 3°8 
Sept., second ten days . 55445,794,000 84,560,000 1°5 
Sept., third ten days 40,065,854,000 81,848,000 0-2 
Oct., first ten days 43,230,293,800 393,366,434. 09 
Oct., second ten days 324,117,027,171 2,456,918,405 0:8 

Oct., third ten days 6,553,521,615,256 |  5,903,178,801 | 0-09 

Noy., first ten days 575;901,569,000,000 | 53,44.9,000,000 0-09 

Nov., second ten days 54,343,869,000,000 | 834,325,000,000 I°5 


6,000 milliards), while the rate of exchange on London dropped 
from 48,500 to 115,000 marks to the £. 

35. Stage 2. May to end of September.—The note-issues rose from 
6,000 milliards to approximately 30,000,000 milliards, or five- 
thousandfold, whilethe mark exchange fell from 115,000 to 1,000,000 
to the f, i.e. roughly to a thousandth of its value. 

36. Stage 3. The final catastrophe—On November 15 the note 
circulation had risen to 92, 8445720574 3,030 millions of paper marks, 
or an increase over the week previous of 73,691,633,274,123 
millions ; on November 20 the £ was quoted at 18,000,000 millions 
of paper marks.1_ The end had come—the mark had lost all meaning ; 


1 Turs corresponded to the depreciation of sterling on New York at the time. 
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it was no longer a medium of exchange. The people refused the 
currency in exchange for goods and finally refused to open their shops. 


APPLICATION OF INEFFECTIVE REMEDIES 


37. We have examined the two main causes of the mark disaster, 
viz. (a) unrestricted note-issues, and (b) enforced budget expenditure. 
It is, however, important for our purposes to study the abortive 
attempts that were made throughout 1923 to correct the essential 
fallacy of excessive note-issues. “hese measures, which history 
shows that embarrassed Governments invariably resort to—and 
which are of more than doubtful efficacy—may be classified as 
“Ineffective Correctives of a Fundamental Error.” 

38. THEY were : 


(1) THe policy of the so-called mark intervention whereby the 
Reichsbank succeeded in losing the main portion of its gold 
reserve. 

(2) Tue legislation to control dealings in foreign exchange, 
whereby a whole network of artificial measures was built up 
in the vain hope of establishing some species of equilibrium. 


(1) The Mark Intervention 


39. Uron the occupation of the Ruhr terxitory by the French 
and Belgian forces, the German Government decided to try to arrest 
the fall of the mark on foreign bourses through the intermediary of 
the Reichsbank, ‘The motives of this action are set out in Reichstag 
paper No. 6591 (series 1923) and may be thus resumed : 

‘THe German Government considered how far and by what means 
measures could be taken to counteract the Franco-Belgian action, 
and it was apparently clear to them that one of the most effective 
measures of defence would be to make an attempt to keep the cost 
of living in Germany at the same level as before, and not to weaken 
the policy of passive resistance on the part of the Rhine-Ruhr popu- 
lation by any increase in such costs. 

40. In their action in support of the mark, the procedure of the 
German Government was twofold : 


(2) Acrive Government intervention in the foreign-exchange 


1 Ir should perhaps be mentioned that Germany was at this time on the 
verge of serious internal disturbance. ‘The mainspring of the discontent was 
the purchasing value of workmen’s wages. ‘The average pre-war wage was 
round about 36 gold marks per week. In October 1923 the purchasing 


power of their wages fell to 18-9 per cent. of the normal, or about 6-8 
marks (i.e. 65. to 85.) per week, 
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market, i.e. offering foreign exchange (Devisen) for sale both 
at home and abroad against paper marks. 

(4) Rationtne of foreign-exchange purchases, with a view to 
compelling those in possession of foreign currencies to surrender 
them, so that the Devisen might not be used for speculative 
purposes but diverted to legitimate productive needs. 


41. ‘I’wo periods of active intervention are clearly distinguishable: 


(a) January 12-April 18, 1923, the day when the exchange 
broke. 

(2) May—October 1923, a period characterised by the de- 
pletion of the Reichsbank’s gold reserve, and abortive attempts 
at legislation in control of the foreign-exchange market. 


(a) First Period. 


42. ACTIVE intervention started about the middle of January, 
1923, by the purchase of paper marks at home and in foreign places 
against foreign currencies. The first attempts were not attended 
by much success ; on January 12 the £ was quoted at 48,650 paper 
marks, by the end of the month it had risen to 227, 500 paper marks. 
This sudden depreciation was attributed to mere panic, and it was 
resolved to intervene on a larger scale both in Berlin and abroad. 
The result was that by the first week of March the mark had recovered 
to 98,250 paper marks to the £, and this rate was maintained until 
April 18, when, as the result of a demand by Hugo Stinnes for 
£93,000 in foreign bills to meet the coal acceptances of the German 
railways, the market was completely broken, the £ rising on April 19 
to 140,000 paper marks. It was then decided to let the exchange 
slide, and to start another policy of “ rationing” foreign currency 
requirements by legislative process. 

43. So ended the first phase of the battle. How was it financed, 
and how much did it cost? ‘The true facts and figures never leaked 
out, but Havenstein, in his evidence before the Reichstag Committee 
(Reichstag Paper, No. 6591), admitted that it had become clear in 
the middle of April that the Ruhr struggle would be protracted 
and that even if the Reichsbank had sacrificed its gold reserve, it 
would have been necessary to find further sinews of war. 


(4) Second Period. 

44. Intervention during the second period was not a continuous 
process ; action was taken spasmodically, and merely resulted in 
the steadying of the exchange at certain levels for a few days at a 
time. It was a policy of despair, whose effect was mainly to benefit 
speculators who profited by Government intervention to pick up 
foreign currencies at artificially low paper-mark prices. 


t——Z0 
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45. THE great characteristic of this period was the depletion of 
the Reichsbank gold reserves and foreign bills’ portfolio. “This 
movement can be seen in the following table : 


Reichsbank’s Gold Reserve 


1923. Millions of gold marks. ~ £ millions. 
January! . : : - 1,005 = 50°2 
April 30° i. : : : 920 = 46:0 
May15_. 3 : : 842 = 421 
July 15 ; ke ‘ . 657 = 32°38 
November 23. : : 467 = 23°3 


46. Tuus during eleven months the gold reserve diminished by a 
sum of 538 millions of gold marks (£26,900,000), but it would be 
incorrect to suppose that all this gold was used to intervene in support 
of the mark. ‘There were other pressing claims that had to be met. 
(a) Belgian (Reparation) Bill Acceptances. 

47. Four Treasury bills for the account of the Belgian Government, 
duly endorsed by the Reichsbank, were paid out of the gold reserves, 
viz. : 


Millions of 

gold marks. 
March 15, 1923 : : 4 , Lh TSG 
April 15, 1923 . ‘ : : iii te ate 7S 
May 15, 1923. : : : : See Sos 
June 15, 1923. ° : . : «| 52:0 
2066 


(b) Maintaining the Spirit of Passive Resistance. 

48. Or the remaining 331-4 millions of gold marks, part of that 
sum—it is impossible to indicate the exact amount, but it is estimated 
at one-third—was used to meet Government imports necessary to’ 
maintain the spirit of passive resistance in the Ruhr, e.g. imports 
of food and British coal for the railways. 


(2) Legislation to control Dealings in Foreign Exchange 


49. We have now considered one device to correct the essential 
result of inflation, viz. active intervention on foreign places in support 
of the mark, Other factors were to play a much more decisive and 
costly role. “These refer to the use made of : 

(a) Forgten bills of exchange accruing from exports. 

(4) ‘ue Reichsbank’s foreign bills’ portfolio. 


(c) Tue special levies and seizures of foreign currencies in private 
hands, 
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(a) Foreign Bills of Exchange Accruing from Exports. 

50. THe occupation of the Ruhr played havoc with Germany’s 
power to export, and consequently jeopardised that share of export 
bills of exchange that accrued to the Reich under the system of 
export control that had been set up (so-called “‘ Aussenhandelsstel- 
len”). These foreign bills formed the normal source from which 
the Devisenbeschaffungsstelle! met the Government imports of 
foods, fats, and such-like necessaries. Now, while the average 
return was kept up from January to March 1923, as the currencies 
then accrued from exports that had been made three months pre- 
viously, the pinch began to be felt in April, when the daily average 
fell, i.e. precisely at the time when the Reich was called upon to make 
yet greater efforts to ensure the supply of food and to maintain the 
spirit of passive resistance. 


(4) Retchsbank Foreign Bills’ Portfolio. 

51. Tue Reich was thus faced with the double task of meeting 
the costs of these necessary imports, and simultaneously of trying 
to stop the downward trend of the mark. ‘To that end a raid was 
made on the foreign bills’ portfolio of the Reichsbank. ‘The figures 
were never divulged, but it was common knowledge at the time that 
the bank was practically depleted. 

52. By the law of March 2, 1923 (Statute Papers, Vol. I, para. 155), 
the Reich was empowered to issue Dollar Treasury bills for 50 
million dollars (or 210 millions of gold marks)—the so-called “ Dollar- 
schatzanweisungen ”—bearing no interest, but redeemable in three 
years (April 15, 1926) at 120 per cent. in cheque on New York or in 
gold at the option of the Reich. The Reichsbank accepted liability, 
as personal debtor, for the redemption. “The object of the issue was 
to provide the Reichsbank with foreign bills for the purpose of 
influencing the rates of foreign exchange in order to cheapen food- 
stuffs and essential necessaries of life. 

53. Turse Dollar Treasury bills could only be acquired against 
gold or foreign exchange ;_ but the issue did not go well, for with an 
ever-falling paper mark, little inducement existed for surrendering 
real gold values against very problematic Government scrip. From 
notices appearing in the German financial press at the time, it would 
appear that, by the middle of June 1923, 53 millions of gold marks 
had been taken up by the public and 47 millions of gold marks by 
the banks and industrialists. At that time the exchange stood at 
400 millions of paper marks to the £, and an attempt was made to 
hold it at that figure, for which purpose the banks were asked to 


1 ForEIGN-EXCHANGE operations of the Government were centralised in this 
office, in reality a foreign-exchange bank owned and operated by the Reich. 
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take up another 27 millions of gold marks of these Treasury bills, 
while the accruing Devisen were thrown upon the exchange. 
Towards the middle of August, when the pinch was being acutely 
felt, the industrialists were called upon to subscribe another 50 millions 
of gold marks of these bills, with a view to paying for the imports 
of food, that had already been consumed but had not yet been paid for. 


(c) Regulation of Foreign Bills of Exchange. 


54. Durtnc 1923 no fewer than 39 different ordinances were 
promulgated in regard to legislative control of exchange. “The main 
objects of these measures were— 
(1) AN attempt to ensure that foreign currencies were not being 
bought and sold for purely speculative objects. 
(2) Aw attempt to acquire for the Government as much as 
possible of the available exchange. 
55. Iwo measures must here be noted, as they form part of the 
scheme of mark intervention, viz. : 
(1) Tue tax on foreign currencies (Devisenabgabe). 
(2) THe seizure of foreign currencies (Devisenerfassung). 


(1) Devisenabgabe (Decree of August 25, 1923, Statute Papers, 
Vol. I, para. 833). 


56. TE amount payable by each person or body of persons was 
made dependent on the obligation which such a*person or body of 
persons had to bear under the provisions of the “ Law relating to a 
tax to ensure the Bread Supply.” For every 10,000 paper marks 
payable as a first instalment under the Bread Supply law a company 
had to pay 2 gold marks, an individual 1 gold mark. It was hoped 
to secure in this way a fund of foreign currencies of £10-15 millions. 
The tax yielded 137 millions of gold marks (£6,850,000) by Novem- 
ber 8, 1923, when it was abolished. 


(2) Devisenerfassung (Decree of September 7, 1923, Statute Paper, 
Vol. I, para. 865). 


57. By the end of the first week of September the exchange had 
reached 240 millions of paper marks for £. A new crisis had inter- 
vened, and it was then resolved to resort to extreme measures and to 
seize foreign currencies wherever they were to be found. ‘To this 
end Dr, Fellinger was appointed “‘ Devisenkommissar ” with plenary 
powers, three paragraphs of the Reich’s constitution being suspended 
to allow him full scope. People’s houses and cafés were searched, 
letters opened, bill-brokers’ transactions scrutinised, while bills of 
exchange accruing from exports were now centralised in the Com- 
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missioner’s hands. It is estimated that these drastic measures 
produced about 100 millions of gold marks (£5 millions). 

58. By the middle of September the position was broadly this : 
it could no longer be said that the mark fulfilled any longer the 
function even of a medium of exchange—it had lost all meaning as 
money. As regards public finances, the administration of taxes 
had completely broken down, and the Government was being carried 
on by the aid of the printing-press. Further, the maintenance of 
the spirit of passive resistance by the policy of market intervention 
in support of the mark merely succeeded in depleting the Reichs- 
bank of that stock of gold which would have been useful in the 
reorganisation of a new currency, while the inane system of trying to 
control exchange by legislative process proved entirely inadequate 
and was tantamount to trying to cure a symptom. No attempt 
was made to tackle the real disease. 

59. Own September 26, 1923, Dr. Stresemann took the plunge by 
announcing the complete abandonment of the policy of passive 
resistance ; it was admitted that it was doing more harm to Germany 
than to France. In the beginning of October he attempted another 
step, viz. the adoption of an “Enabling Act” (Ermdachtigungs- 
gesetz), giving extensive extra-constitutional powers to the Govern- 
ment, for he perceived that nothing less than a virtual dictatorship 
was now necessary to meet the situation. ‘The Socialists resigned 
from the Ministry, and Dr. Stresemann, again being called upon to 
form a Government, invited this time to the Finance Ministry 
Dr. Luther, who proved to be the man of the hour. Under threat 
of dissolution, Dr. Stresemann forced the Reichstag to pass the 
** Enabling Act,” which was to herald a new era. 


IJI—THE PERIOD OF RECOVERY, 1923-6 


60. BEFORE passing to consider the new phase, it is important to 
consider a report on a plan for the stabilisation of the mark drawn 
up by international experts in November 1922. It will be recalled 
that by the middle of May 1922 the German Government informed 
the Allies that they were unable to continue the ten-day cash pay- 
ments under the decision of the Cannes Conference, and asked for a 
moratorium. ‘The subsequent months were passed in fruitless 
negotiations with the Reparation Commission, which finally resulted 
in a visit of the Commission to Berlin in November 1922 to study 
conditions on the spot. It was at this time that the German Govern- 
ment invited to Berlin eminent experts from abroad to suggest means 
of stabilising the mark. 

61. In reply to the question whether stabilisation was possible under 
the conditions then obtaining, the majority report, signed by Professors 
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Keynes, Cassel, and Jenks and the Hon. R. Brand, replied in the 
negative for two reasons : 


(a) External 


62. Any attempt to stabilise the mark would be futile so long as 
Germany was not relieved for a period from payments under the 
Treaty of Versailles. The length of thé period of suspension would 
depend on the possibility of establishing a surplus in the German 
budget, but they believed that the period must be fixed there and 
then at two years at least. 

63. Tue experts believed that any scheme of stabilisation could 
only be provisional, pending a final settlement of the reparation 
question at an early date ; but they thought that stabilisation must be 
begun in advance of such a settlement. 

64. Given such relief, the experts added that the success of any 
scheme would not depend on a foreign loan, but rather on industrial 
and budgetary developments within Germany ; but the support of 
an international consortium would be of the greatest importance in 
its effect on public confidence, and they consequently recommended 
the initiation of negotiations. 


(b) Internal 


65. Present conditions had thrown the statistics of the budget 
into complete confusion. It was a necessary condition of stabilisation 
that the budget should be balanced, while stabilisation was itself a 
necessary condition for the recovery of equilibrium. 

66. THE experts stated that the utmost economy in Government 
expenditure and the utmost rigour in the collection of taxes were of 
the first importance, while capital expenditure must be met by loans. 
67. Tey found that the principal objection in the minds of many 
authorities to any plan of stabilisation was based on pessimistic con- 
clusions relating to the balance of trade. Professors Keynes and 
Cassel thought, however, that if the adverse balance had been so 
high as some people supposed, the purchase of mark assets by foreigners 
would have had to be put at an impossibly high figure. ‘Their 
general conclusion was that the state of the trade balance was not an 
obstacle against stabilisation, and that a sound currency was in itself 
a strong corrective to an adverse balance of trade and would bring 
into operation many forces tending towards equilibrium. 

68. In the conditions that they postulated, the experts believed 
that an immediate stabilisation was possible by means of Germany’s 
own efforts. Indeed, certain technical conditions were present 
which rendered the position very susceptible to control, viz. : 
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(1) THe large gold reserve of 1,000 millions of gold marks 
(£50,000,000). 

(2) Tue scarcity of currency. 

(3) Tue degree of internal inflation and external depreciation. 


Ara rate of 3,500 marks to the U.S. dollar the gold of the Reichsbank 
then amounted to twice the value of the note-issue. 
69. Ar the time when the report was written the dollar was quoted 
at 7,000 paper marks. ‘The experts, however, regarded some rate 
between 3,000-3,500 marks as apprépriate, the definite rate of 
stabilisation to be fixed in reference to the internal purchasing power 
of the mark and to the position of the external exchanges at the time 
when their scheme would be put into operation. It is interesting 
to note that the figure of 3,000—3,500 marks to the dollar compares 
with the rate of 4,200,000 million marks per dollar which was 
adopted a year later. 
70. THE Keynes-Cassel plan of stabilisation contained the following 
features : 
(1) In return for a two years’ moratorium the German Government 
to offer the Reparation Commission the following guarantees : 
(a) AN independent Board of Exchange Control to be con- 
stituted, and the Reichsbank to hold adequate gold reserves 
at the service of the Board. 
(6) ‘THE Board to purchase paper marks on demand, so long as 
such gold was unpledged, at a fixed rate to the dollar. 
(c) Tue value of the Reich’s floating debt not to be increased 
beyond a certain figure. 


(2) THE consent of the Reparation Commission having been 
obtained, the German Governmenttotakethe following measures: 


(2) To invite co-operation of an international financial con- 
sortium. 

(4) To create a foreign-currency reserve on the basis of gold at 
the disposal of the Board in conjunction with foreign credits. 
(c) To abolish all regulations in control of foreign exchange. 


71. THE Board of Exchange would then buy and sell foreign 
exchange on demand against paper marks at fixed rates. But the 
bank-rate must be raised and dear money maintained until stabilisation 
was secure. 

72. FURTHER, in order to attract foreign currencies held back 
abroad by Germans, the Board would (a) issue gold bonds guaranteed 
by the Reichsbank, at adequate interest, repayable in one or two 
years in gold or foreign exchange; and (4) would buy foreign 
exchange spot and sell it forward at various periods at appropriate 
rates. 
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73. THE question will now be asked : Why were the experts’ con- 
clusions not forthwith adopted ? Why did the German Government 
wait another year before tackling the problem of stabilisation? “The 
answer to such questions Is : 
(1) Tar the settlement of the reparation question was not then 
within measurable distance, while the German Government 
hesitated to take the necessary drastic action to cover their 
deficits. , 
(2) THe Germans still believed in the mark ; a mark was still 
a mark (‘ Mark gleich Mark”). It was not until it was 
universally realised that it had lost all meaning as currency 
that it was possible to make a fundamental change. 


74. [Hat time did not come before the autumn of 1923, when the 
mark was repudiated by the masses. “They then refused to accept 
worthless pieces of paper in return for goods. A radical change was 
then inevitable. By the end of October 1923 the volume of cur- 
rency during ten months had increased roughly two million times, 
while its external value had diminished in the same period to almost 
a ten-millionth part of its previous value.1_ Obviously there was no 
hope of improvement as long as the printing-press carried on at 
this pace. Recovery did, however, commence directly the un- 
restrained issues ceased. It was the marvel of the Rentenmark. 

75. CURRENCY-REFORM schemes were now in the air, of which the 
principal that came to light were : Az 


(a) A currency based upon a guarantee of material values 
(Helfferich and Minoux). 

(2) A curREeNcy based upon the stock of gold and foreign 
currencies existing in Germany, supplemented by loans. “This 
idea assumed two different directions : 

(1) A Gop currency built upon purely private foundations 
(Schacht and Kramer). 

(2) A State gold currency and the conversion of the public and 
private economy to a gold basis (Hirsch and Bernhard). 


76. THE suggestion that was finally adopted—the Rentenmark— 
was closely affiliated to Helfferich’s idea of a Roggenmark (rye-mark), 
and to him must be ascribed the honour of invention. It should, 


1 Tue figures are as under : 


Notes in circulation. Exchange on London. 
Milliards of paper marks. Paper marks = {. 
December 31, 1922 . : 1,280 34,000 


October 31, 1923 : : 2,496,82 3,000 325,000,000,000 
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however, be pointed out that, when the idea of the “ Roggenmark”’ 
was being discussed, Dr. Luther was not only warned by a majority 
of economic leaders against the introduction of such a currency, but 
was strongly advised to insist ona gold currency. With rare intuition 
and an admirable understanding of the metaphysical elements, Dr. 
Luther chose the term ‘‘ Rentenmark,” whose basis, consisting on a 
lien on German agriculture and industry, inspired the public with 
adequate confidence. 
77. ‘Yue Rentenbank Ordinance was promulgated on October 15, 
1923, but it was not until one month later that the new notes made 
their appearance. During this month there was an awkward 
currency interregnum whose main features it is important to observe. 
It was a period of chaos the like of which had not been seen in 
economic history. 
78. Tue different currency tokens then in circulation comprised : 
(1) Paper Marks : 

(a) REICcHSBANK notes. 

(2) AurHorIsED State paper-mark Notgedd. 

(c) AuTHoRISED railway paper-mark Notgeld. 

(d) UnauTuortseD industrial paper-mark Notgeld. 
(2) Stable Value Currency : 

(a) Sma.t “ Coupures ” of the gold loan. 

(5) Rattway stable Notgeld. 

(c) THe German State Dollars. 

(d) THE municipal “ Dollars.” 

(ec) Goxp certificates of the Hamburger Bank of 1923, etc.1 
79. Sucu, then, was the position with which the German Government 
were faced. 


THE RENTENBANK 


80. THE purpose of the Rentenbank was twofold : 

(a) To provide a stable currency. 

(b) To relieve the Reich’s financial embarrassment. 
Ir is important to observe that, as there was not a sufficient stock 
of gold equivalents available as cover for the new issue, the Renten- 
mark notes were guaranteed by mortgages on German landed property 
and by bonds on German industry (i.e. comprising all trade, com- 
mercial, banking and transport enterprises). “These mortgages 
and bonds were for a combined amount of 3,200 millions of so-called 
Rentenmarks (or pre-war gold marks). 
81. Tue following are the chief provisions of the Ordinance : 
(a) THe capital and reserves of the Rentenbank amounted to 3,200 


1 Cr. Annex VII of the “ Report of the First Committee of Experts (Dawes 
Committec).” 
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millions of Rentenmarks, subscribed in equal shares by agriculture 

and industry. “The bank was independent, both as to administration 

and to business direction, from all Government interests and inter- 
ference. 

(1) Tue bank acquired on all agricultural properties a mortgage, 

expressed in gold, of 4 per cent. of the value of the property as assessed 

for the purpose of the Imperial Defence Levy (Wehrbeitrag) of 

1913. ‘The mortgage bore interest at 6 per cent., payable in Renten- 

marks according to their gold value at the time of payment. 

(c) On all industrial, commercial, trade, banking, and transport 

undertakings, bonds in favour of the Rentenbank were made out to 

the same gold-mark amount as the total mortgage burden placed 
on agriculture, such bonds bearing interest at 6 per cent. 

(d) Upon the basis of the foregoing agricultural mortgages and 

industrial bonds, the Rentenbank issued annuity bonds (Renten- 

briefe) bearing interest at 5 per cent. “These annuity bonds served 
as cover for the Rentenmark notes to a value not exceeding the value 
of the capital and reserves of the bank. 

(e) THe Rentenbank was permitted to grant the following credits : 
(1) To the Reich: a non-interest-bearing credit of 300 millions 
of Rentenmarks for the express purpose of paying off the 
Reich’s Treasury bills discounted at the Reichsbank (floating 
debt), together with an interest-bearing (6 per cent.) credit 
of 900 millions of Rentenmarks during the subsequent two years. 
(2) To the Reichsbank and the private banksof issue : a credit of 
1,200 millions of Rentenmarks, for the purpose of supplying 
credit to private business enterprises. 

(f) Paragraph 19 of the Ordinance is of spectal importance. In 

return for the foregoing credits the German Government formally 

undertook not to discount further Treasury bills with the Reichsbank 
as from the time when the Rentenbank started operations. 

82. [ue first Rentenmark notes made their appearance on November 

16, 1923, but only on November 20 could it be said that the era of 

astronomical calculations had ceased. ‘The following were the Berlin 

quotations for a dollar during the period : 
Marks for U.S. Dollar. 


(Millions.) 
November 14. ; : ; NE EIE260L060 
Bes T5ic ‘ ; : + 12,5 201006. 
ty 16. F ‘ : 5), {25520:000 
‘a ie 3 : : LA f236205000 
A 19. é : : «2,520,006 
x 20% : : ‘ - 4,200,000 


83. [HE important thing was now to find a convenient exchange 
relation between the old paper mark and the new Rentenmark. 
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This came about—or was brought about—on November 20, when 
the mark fell exactly to one-billionth of its pre-war value, i.e. 1 U.S. 
dollar = 4°2 gold marks = 4,200,000 millions of paper marks. 
Henceforward, to find the equivalent of paper marks for Rentenmarks 
it was only necessary to knock off twelve noughts. But apart from 
this important expedient of the round number, it was possible to 
make the old paper marks do service in reinforcing the new Renten- 
mark issues ; in other words, the Rentenbank was able to go slow in 
the new emissions, as the old paper marks, which were exchangeable 
at a fixed rate of one billion to one with the new currency, were 
supplying temporarily the need of circulating medium. 

84. By the end of November 1923 the note circulation was now 
capable of being expressed in gold values. The following table 
shows the extent to which the total amount of currency in circulation 
increased in. value, the moment the confidence of the public in the 
currency was restored : 


[Millions of gold marks] 


| November 30, | December 31, 
1923. 1923. 
(1) Paper marks : 
Reichsbank notes. : ; : 400°3 496°5 
Private bank-notes . ; : 3 orl orl 
Railway paper-mark Notgeld ; 114'8 109:0 
Authorised paper-mark Notgeld . . 3°4 23 
518-6 607°9 
(2) Stable value currency : 
Rentenmarks . . ; : F 598-2 1,049°1 
Gold loan : - ; : ‘ 216°4 240°0 
Railway Notgeld : : ; 35°4 141g 
Authorised Notgeld . : : ; 216:2 234°7 
1,066:2 1,665°7 
Grand currency total - ‘ < 1,584:8 2,273°6 


85. Business relations began to resume normal conditions ;_ the 
population no longer rushed to exchange their paper into goods. 
This was due to the combined effect— 

(a) Of definite limitation of the issues ; and 

(b) Of public confidence, whether justified or not, in the value 

behind the note. It should of course be added that, apart 
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from the foregoing internal factors, a part at least of the success 
of the Rentenmark was due to an arrangement that had been 
made on August 15, 1923, under which the Reichsbank 
was allowed to keep accounts in foreign currency and thus 
enabled industry to carry on business on the basis not of German 
but of foreign exchange. ‘This arrangement subsequently 
developed into the Gold Discount Bank, to which reference 
will be made below. 
86. Tue real value of the mortgage guarantee may have been 
doubtful. What was not doubtful was public confidence in it. 
Dr. Helfferich and Dr. Luther gauged the psychology of the agricul- 
tural classes in Germany with astounding foresight. Helfferich, in 
particular, had been one of the advisers principally responsible for 
Germany’s undue recourse to credit, and her failure to meet the 
financial requirements of the war by appropriate taxation. It is 
therefore of dramatic interest to note that he should have discovered, 
nine years later, one of the most successful instruments for stabilisa- 
tion ; poison and antidote proceeded from the same source. By 
his advocacy of the Roggenmark scheme, he went far to show the 
path of recovery from the result of his previous advice. 
87. THE great change had then come about. ‘The population had 
apparently received a currency, in the intrinsic value of which it had 
confidence, and of which the issues were definitely restricted by law. 
The era was over when they had to deal with a currency which made 
no pretence to backing of intrinsic value, whose “amount was only 
limited by the ability to get work out of note-printers and their 
machines. ‘The result was astonishing ; in two months, 1.e. by the 
end of the year, the gold value of the official authorised currency 
increased from approximately £10 millions to £113:6 millions, while 
the rate of exchange remained at the level fixed by authorities, and 
stability has been maintained ever since. 


Tue BupceT BASED ON GOLD 


83. GERMANY was now in possession of a new currency exchange- 
able at approximate parity with gold. “The next point remains to 
be considered, how were the public finances adapted to the new 
conditions ? Dr. Luther was eminently aware of the fact that the 
success of stabilisation depended on the equilibrium of the budget, 
while stabilisation was itself a necessary condition of the recovery of 
financial equilibrium. 

89. THE first task that faced the German Government was the 
liquidation of the immediate past. During the September negotia- 
tions that led to the formation of the Rentenbank and the issue of 
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the new votes, the crux of the dealings between the Government and 
the representatives of agriculture and industry turned on the sum 
that the German Government would require to liquidate the past 
and to enable them to make a fresh start. The principal trouble 
was the grotesque floating debt, on which the State had been existing 
for years. “The following table shows the final phase : 


Discounted Treasur . 
bills, billions of »| * A eee 
Date. paper marks (i.e. mark at ethan e€ 
0©00,000,000,000’s Or thorda 8 
omitted.) we 


Approximate 
value in gold 
marks (millions). 


September 20,1923... 7,000 43 millions 163 
September 30,1923. 46,700 38 - 1,229 
October 31, 1923 . : 6,907,500 17°3 milliards 400 
November 15,1923. . | 191,580,500 | 600 milliards 320 
November 20,1923 . | 191,580,500 1 billion 1916 


go. Now, on September 20, 1923, the value of the floating debt 
at the (dollar) rate of the day was about 163 millions of gold marks, 
whereas, on the day that the bank started public business (November 
15), the value of the floating debt was 320 millions of gold marks, 
and five days later, consequent on a further fall in the exchange, the 
value dropped to 191-6 millions of gold marks. 

gi. Ir will be recalled that under the terms of the Rentenbank 
Ordinance, in return for a promise not to discount further bills at 
the Reichsbank, the Reich was granted a non-interest-bearing credit 
of 300 millions of Rentenmarks for the express purpose of redeeming 
those Treasury bills. By October 15 these bills had attained the 
sum of 191°6 trillions 1 of paper marks: by November 20 the old 
mark was worth one billion? of paper marks, so that it was possible 
to redeem the whole lot for 191-6 millions of gold marks. In this 
way the Rentenbank credit actually provided a margin of over 
100. millions of gold marks which could be diverted to budgetary 
purposes. “Thus the “ round number ” not only served the purpose 
of a convenient equation, but it was the means of liquidating old 
debts on a basis most advantageous to the debtor. 

92. Reievep of this floating debt incubus, with a reorganised 
currency and a credit available for the next few months, Dr. Luther 
was able to prepare a gold budget for the remaining portion of the 
fiscal year, i.e. November 16, 1923—March 31, 1924. “The main 
outlines are shown on the next page. 


1 “Brinton ” used in the English sense, i.e. million millions; “ trillion,” 
i.e. million million millions, 
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General Administration 
(1) Ordinary Budget 
[All figures in millions of Renten or gold marks] 


Receipts Expenditure 
(1) From direct taxes . 1,150 | General administrative ex- 
(2) From indirect taxes 231 penditure 1,966 
(3) From Rentenbank credit 585 i 
1,966 1,966 
(2) Extraordinary Budget 
From Rentenbank credit 165 | To liquidate Ruhr costs, etc. 165 
165 165 
Public Utility Undertakings 
(1) Ratlways 
From funded loan 520 | (a) Deficit in ordinary budget 100 
(>) Liquidation of costs in 
occupied territory ie) 
(c) New construction . 370 
520 520 
(z) Post 
(2) From Rentenbank credit 50 | (a) Deficitinerdinary budget 50 
(>) From funded loan . go | (6) New construction go 
140 140 
Execution of the Peace Treaty 
From ordinary budget of Internal expenditure in exe- 
general administration 45 cution of Treaty. 45 
45 45 
Summary of the Reich Credits from Rentenbank 
(1) Ordinary budget of general administration 585 
(z) Extraordinary budget of general administration 165 
(3) Posts 50 
800 


93. Tuis transitional gold budget was based on the Rentenbank’s 
interest-bearing credit of goo millions of Rentenmarks (£45 millions). 
The interesting fact is to be observed in the table below, that the 
receipts from taxation began almost immediately to assume consider- 
able proportions expressed in sterling, viz. £15 millions in December, 
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£25 millions in January, £20 millions in February and almost £30 
millionsin March. This in itself was a wonderful achievement, when 
it is recalled that the tax returns of September 1923 were £3 millions 
and of October about £1 million. ‘These results were, of course, 
due to two causes : 
(a) ‘THE Rentenmark provided the basis of a stabilised currency. 
(4) Nor only was the policy of borrowing stopped, but in 
virtue of the three tax-emergency decrees (Stewernotverord- 
nungen) all taxes were put upon a gold basis. 
94. THE returns of the transitional period were : 


[Millions of Renten, or gold marks] 


December January February March 
1923. 1924. 1924. 1924. 
(a) Receipts : 
1. Taxes’. : 5 : 312°3 503°5 418-0 595°3 
2. Goldloan . : : — 3:0 0°3 — 
Bee Recs ECGs = : : 21°5 17°I 27% 37:1 
333'8 523°6 | 445°4 | 6324 
(6) Payments : 5 - | 668-7 525°5 583°9 4] 591°2 
(c) Deficit or surplus of receipts 
as against payments . |—334°9 —I'g |—=1385 | 441-2 
(d) Percentage of tax yield to 
payments . 5 ; 46 95 71 100 


95. Tue results provided ample proof of the wisdom of Dr. Luther’s 
policy. Whereas the transitional budget estimates reckoned upon 
a tax yield of 1,381 millions of Rentenmarks (£69,050,000) for the 
period November 16—March 31, or a monthly average of 307 millions 
(£15,350,000), the actual returns of the four months (December 1- 
March 31) produced (inclusive of administrative fees) 1,931°9 millions 
of Rentenmarks (£96,595,000), or a monthly average of 483 millions 
(£24,150,000), or 57 per cent. more than the estimates. Further, 
we should not fail to notice that, while the yield from taxes in October 
only covered 1 per cent. of the outgoings, the corresponding per- 
centages were : 


Per cent. 
(2) In December : : ; 5 46 
(2) In January . 3 . . 2 95 


(c) In February . ‘ : A : 71 
(dq) In March. 2 : r gk EOO 
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96. To sum up, the year 1923 will always be remembered as the 
annus mirabilis of Germany’s financial history. It witnessed the 
greatest break-up, as well as the most remarkable recovery, of a 
modern nation’s currency and public finances. Nothing can be 
compared either to the abysmal depths to which the finances fell or 
to the extraordinary recovery that followed the reorganisation of the 
currency. : 

97. Ir is noticeable that the reorganised currency was not based 
on gold. A gold basis was not possible, as (1) Germany had only a 
gold reserve of 467 millions of gold marks (£23°3 millions), of which 
210 millions (£10,500,000) were ear-marked for the redemption of 
the Dollar Treasury bills (to which reference was made above), or a 
net free sum of 257 millions of gold marks (£12,800,000) ; (2) No 
foreign country would provide gold in the then condition of Ger- 
man finances. Confidence was created mainly through restriction, 
assisted by a more or less illusory mortgage—a combination of physical 
and metaphysical elements, which future currency reformers would 
do well to study. 


STABILISED CONDITIONS 


98. ALTHouGH the foundations were well and truly laid in the 
winter of 1923, the real significance of the Luther-Schacht reforms 
were only to be felt in 1924. In the meantime, it should be added, 
the atmosphere in regard to the reparation questfon had undergone 
a remarkable change, and an Experts’ Committee had been formed 
“to consider the means of balancing the German budget and the 
measures to be taken to stabilise the currency.” These reforms 
were at last recognised as the indispensable basis and the pre-condition 
of any durable reparation payments, a condition of affairs largely 
rendered possible by the strenuous labours of Lord Bradbury. 

99. Dr. Scuacut, who in the darkest days had been appointed 
Reich’s Currency Commissioner, did not wait for the Experts to 
report on the measures necessary to stabilise the currency. By the 
time that the Committee had reported (April 10, 1924) the Renten- 
mark had been maintained at par with the American dollar for almost 
five months and it has remained at parity ever since. How was it 
done? On what principles did Dr. Schacht proceed ? 

100. Tue cardinal point of course is, that the new issue was strictly 
limited and based on a security which the public believed to be sound. 
The currency situation in Germany would have been equally chaotic 
under the new régime if the authorities had proceeded to issue 
unlimited quantities of the new Rentenmark notes. But under the 
provisions of the Ordinance the entire issue was limited to 3,200 
millions of Rentenmarks. Asa matter of fact, however, Dr. Schacht, 
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in his quality as Currency Commissioner, and, later on, as President 
of the Reichsbank, kept the issues under check, and the Rentenmark 
circulation never exceeded 2,000 millions, of which the Reichsbank 
at the start was careful to keep in its own portfolio 200-400 millions, 
so that the effective circulation was generally about 1,600-1,800 
millions of Rentenmarks. 
tor. THE next task with which Dr. Schacht was faced was to 
withdraw the Notge/d from circulation. In this connection it is 
important to note that the first issues ‘of the Rentenmarks were 
made against corresponding withdrawals of Notgeld from cir- 
culation. ‘This was an important step, as it enabled Dr. Schacht to 
keep the currency during the critical period of transition at round 
about the same level. 
102. From November 1923 the quantity issued was gradually 
increased from approximately 1,600 millions of gold marks (£80 
millions) to 2,633 millions in February 1924 (£131 millions). 
During the course of the month of March 1924 the circulation 
actually touched 3,000 millions of gold marks (£150 millions). At 
this juncture the mark exchange in New York began to show signs 
of weakness which Dr. Schacht took as a “ danger signal.” Steps 
were immediately taken to contract the circulation. The effect was 
instantaneous, the mark rising again to parity with the dollar. 
103. THe success of the policy of currency stabilisation also depended 
on three great factors : 

(1) CREDIT restrictions. 

(2) ‘Tue institution of the Gold Discount Bank. 

(3) Tue so-called “ Einheitskurs ” (i.e. a mark rate of exchange 

pegged to the United States dollar). 
104. Dr. ScHAcuT, as part of his stabilisation policy, created the 
Gold Discount Bank, and sterling credits (for the bank was established 
with the aid of a loan of £5 millions from the Bank of England) 
were made available for the financing of imports necessary for the 
manufacture of German goods destined later for exportation and of 
that part of home production, payable in German currency, that was 
likewise intended for export. 
105. On April 7, 1924, as part of the same plan, the policy of 
drastic credit restrictions was introduced, which succeeded in making 
Dr. Schacht temporarily the most unpopular man in the Reich. 
All rediscount business on the part of the Reichsbank was severely 
‘* rationed,” and marks became almost unobtainable. It should 
be observed that the Rentenmark was never made legal tender 
(although it was accepted up to any amount in payment of taxes, 
etc.), this quality being alone held by the paper mark, which, for the 
purposes of foreign exchange, remained the sole official currency. 

m—21 
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106. Bur the main thing was that the Reichsbank was complete 
master of the foreign-exchange market. ‘The so-called “ Einheit- 
skurs ” was a real weapon of protection. By means of this device a 
uniform mark-rate was maintained, based on the United States dollar, 
for all other foreign currencies. In other words, as a buyer of foreign 
exchange the Reichsbank gave to the seller of, say, Swiss francs, 
the counter-value in marks which these francs would have fetched if 
converted into dollars. At the same time, the Reichsbank was the 
only seller of foreign exchange at the time. 

107. Io sum up, the measures taken to maintain stability in the 
early days were : 


(1) New issues of Rentenmarks were only issued in the begin- 
ning against corresponding withdrawals of Notgeld. 
(2) WueEwn it became apparent that there was an over-issue of 
currency, steps were at once taken to contract the amount. 
(3) AtruoucH the Rentenbank had authority to issue up to 
35200 millions, the effective circulation never exceeded 1,600- 
1,800-millions. 
(4) Tue credit restrictions made marks scarce. 
(5) By the adoption of the Eimheitskurs and the institution 
of the Gold Discount Bank the Reichsbank was master of the 
foreign-exchange market. 

108. Tue currency figures for the first six months of 1924 are 


x 


shown on the opposite page. ~ 


IV.—CONCLUDING OBSERVATIONS 


109. Ir may be asked what lesson can be drawn from the experience 
of Germany during the period of inflation. In my judgment the 
principal lesson is that the stability of a currency cannot be restored 
after a period of inflation unless and until the following interdependent 
pre-conditions are present : 

(1) ‘THE issue of paper notes must be strictly limited if exchange 

is to remain stable. 

(2) Srricr limitation must be proclaimed in such a manner as 

to inspire confidence in the public. 
110. A pisasTRous fall is brought about not only by a volume of 
new issues in excess of the currency requirements of the country, 
but also by the belief on the part of the public that no strict rationing 
of currency will be carried out by the issuing authority. “The change 
which took place in Germany in October-November 1923 was less 
one from a large issue of notes to a small issue of notes, than one from 
an unlimited issue to a strictly limited issue—to an issue limited by 
the maintenance of a stable exchange. 
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Currency in Circulation 
(In millions of gold marks) 


Category. January 31.|February 29.} March 31. | April 30. May 31. | June 30. 


(1) Bank notes : 
(2) Reichsbank 483°6 | 587-9 | 689:°9 | 777:0 | 926°9 | 1,097%3 
(0) Rentenbank | 1,196°3 | 1,563°8 | 1,760°3 | 1,708°8 | 1,728°5 | 1,771°6 
(c) Private banks 4 

Of issue) = os ae sons — — — 

(2) Coins . ‘ I'l 5:8 25°9 85:2 | 1385 194°7 

(3) Miscellaneous 
Instruments _ of 
payment (gold 
loan, railway 
and authorised 


Notgeld) : 596-7 | 4760 | 3481] 254:2 | 123°7 65:0 


2,277°7 | 2,633°5 | 2,824:2 | 2,825-2 | 2,917°6 | 3,128°6 


Percentage of nor- 
mal average 
circulation in 
LQU3 Scere 37°3.| 433} “46 46 468 | 47°5 

Gold reserve of 
Reichsbank .| 467:0| 4640 | 464°8 | 441°9 | 441°9 | 462-2 

Proportion of gold 
to Reichsbank 
notes in circu- 
lation per cent. 96:5 79 67°3 56:9 47°6 421 

Proportion of gold 
to all currency 
in circulation 
(including Not- 
geld) per cent. 20°5 17°5 16:6 16"1 15°9 15°8 


\ 


111. I Have already said in these notes that Dr. Luther and Dr. 
Schacht are entitled to great credit for the measures which they 
carried through in the autumn of 1923. Dr. Luther’s views on the 
subject of currency regulations were emphasised by his experience on 
that occasion ; he became more than ever a believer in the quantity 
theory. I agree with him in his belief in that theory but not in the 
categorical and unrestricted form in which it is expressed in many 
text-books. It used, for instance, to be taught that in virtue of the 
quantity theory the value of currency varied inversely with the 
quantity. To quote Professor Taussig (Principles of Economics, 
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vol. i, chap. 18): “That an increase in quantity tends to lower 
value is a proposition holding good of all commodities. “The special 
proposition concerning money is that its value tends to vary precisely 
in proportion to its quantity.”” German experience has proved that 
such a rule requires wide qualification both on the down grade and 
the up, i.e. both in the months of falling exchange and in the months 
of recovery. I would therefore add that the allowance made for 
the velocity factor must be far greater than is generally admitted. 

The fact that the total official authorised circulation in Germany 
increased from about £10 millions sterling on October 1 to almost 
£80 millions on November 30, and to £113°6 millions by the end 
of that year, shows the immense fluctuations in amount of circulation 
which can proceed from the metaphysical factor. “These conclusions 
are supported by German experience even after taking into account 
the concomitant withdrawals of Notge/d—or private emergency 
currency—which occurred in Germany. Absence of public con- 
fidence leads to a velocity of circulation so great that a very small 
amount of currency is made to fulfil the requirements of the public. 
Directly confidence returns, that velocity diminishes to such an 
extent that the public retain currency longer, and absorb for their 
circulation requirements a far larger aggregate amount without 
depreciation of exchange. Moreover, in circumstances like those 
which prevailed in Germany, there is a marked under-pricing of 
commodities compared with their price in other countries. Articles 
and services were offered in Germany on extraofdinary low terms. 
For instance, a golf caddie cost 1d. per 18 holes, a hotel room cost 8d. 

to 1s. per night, while a cab-fare was measured in pence or a fraction 
of 1d. 

112. VeLociry of currency is itself determined to a large extent 
by confidence among the public that undue issues will not be made. 
Strict limitation must therefore not only be maintained, but must 
be proclaimed in such a manner as to carry confidence. Ti so far as 
the above holds true, velocity is not a rival of the quantity theory 
but a necessary part of it. Velocity is increased by the issue of an 
undue quantity being apprehended—in other words, by absence of 
, confidence in a strict observance of the quantity theory. The fact 
_ should again be emphasised that all the measures which are constantly 
attempted by Governments with depreciating exchange, to impose 
_ artificial restrictions on foreign-exchange operations, have merely 
the effect of accentuating the lack of confidence of their people in 
the home currencies. 

113. ‘He main difficulty in arresting the decline of a depreciated 
currency proceeds from the fact that, in almost all cases, an apparent 
deficiency of circulating medium exists. Money is dear, financial 
facilities are difficult to obtain. How, under these circumstances, can 
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a more stringent and definite limitation of the currency medium be 
advocated? Can it be put in force without a panic ? 

114. [HE fact, however, has to be realised that large and unrestricted 
issues, not adjusted to and limited by a definite price-level in foreign 
exchange, do not increase the aggregate value of the currency medium 
in circulation. “They reduce it. This was seen both in Germany 
and France. ‘The fall in value of each individual note issued was 
greater than the increase in the number of the total notes in circulation. 
Value did not vary precisely in inverse ratio to quantity: value 
fell more than quantity increased. ‘The faster the printing-press 
worked, the more notes it turned out, the less the total value (in 
gold or foreign exchange) of the total currency in circulation. Histor 
shows that Governments seldom have the courage and the decision 
requisite to apply a radical cure. “The timid application of palliatives, 
the mild retardation of the issue of notes, produce no cure. The 
case is somewhat similar to that of inebriety, where the process 
of tapering and gradually reducing the amount of alcohol consumed 
by the inebriate has been found ineffective. Tapering is not less 
dangerous in currency than in alcohol. A sudden, firm and strict 
limitation is the only remedy. 

115. THERE is a kind of ironical justice in the fact that the classes 
in Germany who in the end suffered the most heavy losses from 
inflation were those who were the most favourable to it in the early 
stages. “hey imagined that loans contracted on a given date and 
repayable six months later in paper would be repaid by them on 
very advantageous terms, provided large note-issues continued to 
be made. They not unnaturally held that a currency dispensation 
which facilitated such a pleasant business could not be wholly vile 
or radically unsound. As long as currency depreciation remained 
within moderate limits their calculation was sound, but the final 
result was that, when the ultimate crash came, all the profits which 
had been acquired through this astute calculation vanished in the 
catastrophe, and the excessive issues which they favoured led to 
the confiscation of so large a portion of their holdings that their 
temporary gains were more than swept away. 

116. Ir may almost be said that the only net gainer from extreme 
inflation and subsequent stabilisation was the State, which, as debtor, 
found itself relieved of nearly the full burden of its previous obligations. 
Other classes who obtained relief from previous obligations of 
debt had a considerable losing account to set against the relief they 
obtained. It can hardly be said that the net result to any class of 
private debtor was wholly beneficial, once the full circle had been 
completed. It might have been expected that the State, having in 
result defaulted upon its previous debts, would lose greatly in credit 
and would, at any rate in the near future, be considered by the public 
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as an unreliable debtor. But this result did not accrue. ‘The 
maintenance of confidence and the continuance of the habit of saving 
are the more remarkable when one considers the total amount 
sacrificed by creditors. ‘The total relief to State finance by stabilisa- 
tion at so5000e000000 (minus 4ufwertung or revalorisation 
at 24 per cent.) has been computed at 80,000 millions of gold marks 
(£4,000 millions sterling), to which may be added £1,000 millions 
savings-bank deposits (with 4ufwertung at 25 per cent. £900 
millions mortgage debts (with 4ufwertung at 25 per cently 
and an unknown quantity of private debts, debentures, Stent 
would not be an exaggeration to say that the total relief to debtors, 
public and private, was round about £10,000 millions sterling. So 
gigantic a lapse in credit might well have given a permanent blow 
to the saving habit, but the currency adventures of Germany have 
not produced this effect on the German public. At no time in 
German history has the desire to save been stronger than it is to-day, 
at no time has the habit of saving been more widely spread. From all 
sides and from all parts of Germany it is reported that the desire to 
put money by, to invest it, to place it in savings banks and other 
deposit-bank institutions, is wider than it was before the war. The 
fear that the debtor may not observe his engagements is overpowered 
by the consideration that he has not much to repay, having cleared 
off all his previous indebtedness. “The man in all the world least 
likely to fall short of new engagements is the man who owes nothing. 
It is the vacuus viator in a new guise. Of incapacity to pay there 
can be no question, while the temptation to default diminishes in 
direct ratio with indebtedness. 

117. REFERENCE might here be made to another element in the 
problem. One of the most dangerous heresies regarding foreign 
exchange is the supposition that it is fundamentally dependent upon 
and is governed by the balance of trade. “This easy explanation, 
which finds no support in any parallelism between the larger curves 
of exchange and trade-balance, has been so widely adopted that it is 
responsible for much that is erroneous, and indeed disastrous, in 
the financial policy of countries involved in currency difficulties. 

118. In Germany general belief in this theory diverted alike theorists 
and financiers from the search for a true explanation of the phenomena, 
and probably deferred stabilisation for nearly two years. 

119. THis theory may be viewed as a confusion of cause with 
effect ; or, again, it may be held that it is a confusion between 
influences which affect the wave movement on the surface with the 
more powerful forces which govern tidal action below. The surface 
may be ruffled ; the tide flows on. 

120. Ir is true that in Germany a desire to redress the balance of 
exports and imports did not lead, as it has done in some other countries, 
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to measures for the reduction of personal expenditure or to any 
sumptuary edicts. “These would have been resented by the population 
and evaded. It would have been widely felt that, whatever might 
be the true explanation of the currency disorder from which the 
country was suffering, a remedy was not to be found in prayer and 
fasting and that self-mortification could be no cure for a depreciated 
mark. 

121. THE German example points to the general conclusion that 
recovery from a position of catastrophic exchange and inflation 
requires certain conditions. These are as indicated above : 


(1) Srricr limitation of the amount of currency, implying and 
involving a resolute avoidance of budget deficits. 

(2) A ForMAL proclamation of limitation of such a nature as to 
inspire belief. Further, 

(a2) A bEFINITELY fixed and unalterable level of exchange 
maintained by a national bank or other organisation endued with 
adequate funds and adequate fixity of purpose. 

(b) A new form of currency replacing the old discredited 
currency, public confidence being more easily accorded to a new 
issue than restored to one already discredited. 

(c) AN imaginative element stimulating public confidence in 
the new issue. 


122. APART from physical conditions, a metaphysical element is 
requisite. In Germany this was supplied by the Rentenmark. ‘The 
guarantee behind the Rentenmark might have proved, in last analysis, 
illusory, and was generally so considered by experts, but the issue 
commanded the confidence of the public. Confidence was indeed 
engendered not only by the questionable guarantee established 
through the Rentenbank but by the illusion of a guarantee which 
had been discussed under a previous scheme and abandoned, namely, 
the proposal that every note should represent a given quantity of rye. 
This scheme was dead, but a certain aroma of confidence lingered 
in the air, produced by the belief that the tangible guarantee of a 
definite quantity of grain existed. 

123. Tue doubtfully real was thus reinforced by the certainly 
non-existent. 

124. IN matters of currency the psychological factor cannot be 
neglected, but it is subordinate and ancillary to the material conditions 
set out above. 
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